





Y purchasing 10 shares of stock of the leading companies in 10 
diversified industries, greater margin of safety is obtained 
than by purchasing 100 shares of any one issue. 


Adverse conditions may arise in which any industry micht be 
affected, but it is unlikely that ten industries would be affected 
simultaneously. 

Many advantages of trading in Odd Lots are explained in an 
interesting booklet. 


Ask for M.W. 273 


100 Share Lots 
Curb Securities Bought or Sold for Cash 


John Muir& (6 


Pe ee New York Stock Exchange 
emoers: ) New York Cotton Exchange 
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STRONGEST | GUARANTEED SAFETY 


BOND 
Insurance 





PLUS 6% INTEREST 


Assures You itp — - providing a 
| a safety with good return, are now avail- 
1—Safety of Principal albe to the cautious investor. With the 
2—Safety of Income fundamental security located in various 
IN Ys sections of the country, all insured as to 
principal and interest, and with maturi- 
” = ties available from 2 to 12 years a wide 
choice is offered. 














GUARANTEED UNCONDITIONALLY by 


nationally known surety companies with mi- The issues are fully described in our 


lions of dollars in resources, the first mort- leaflet, “F — Offerings for January In- 
gage real estate Bonds underwritten by vestments. The coupon will bring a 
M-W. Bradermann Company offer the highest prompt response. 

possible degree of safety to the conservative 
investor. Combined with a generous return 
of 6% these bonds are a most attractive in- 


vestment for January funds. M-W. Bradermann Co., Inc., 170 Broadway, New York: Send me 
details without obligation of ‘‘Four Offerings For January Investment.” 
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M-W. BRADERMANN CoO. 


“Incorporated 
Underwriters of Guaranteed Mortgage Bonds 


170 Broadway Tel. Cortland 6240 New York 
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RECORD OF 
INVESTMENTS 


This loose leaf binder 
offers a simple method 
of keeping your per- 
sonal property accounts. 
Separate sheets for— 


Summary of Income 
Bonds 

Stocks 

Mortgages 


Insurance 
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Specialists in Standard Off Securities 
25 ane Street New York 


Phone: Hanover 5484 
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Multiplied Diversity 
Standard Gas & Electric Co. 


RR ESTING upon the solid foundation of essential public services, the operated utilities 
of this great system spread investment dependability 


—through 19 states. Cities served include 

—among 1,300 communities. 

—among a market of 5,600,000 people. Pittsburgh San Francisco 

—among 1,485,000 permanent customers. Minneapolis Stockton 

—among 3 great branches of utility service: Saint Paul Tacoma 
a—electric. Louisville San Diego 


b—gas. ; 
c—city transportation. Oklahoma City Pueblo 


More than 260,000 investors in this system indicate the investment confidence which its 
securities have attained. 


New 4-color map of United States sent free with 
32-page illustrated booklet on request for BR-375 


H. M. Byllesby and Co 


INCORPORATE 
Investment Securities 








231 So. La Salle St., Chicago 111 Broadway, New York 
Boston Philadelphia Providence Detroit Minneapolis St. Paul Kansas City 














What Does the Bondholder Receive? 


Announcement is often made that a corporation has earned several times its fixed 
charges. This information brings the bondholder of that corporation a sense of 
safety—and nothing more. Despite the fact that it is his money that probably 
helped make these greater earnings possible, the bondholder receives only his fixed 
coupon rate, the “hire” of his money—and nothing more. The owners of the busi- 
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ness get the balance. 


Prorir oL48!NS Bonps 
Give Safety Plus Profits 


Hodson Profit Sharing Bonds, the direct prime obligation of a State Regulated Branch of Finance, 
have always permitted their holders to share in profits above and beyond the coupon inter- 
est rate. oa | | 
This is characteristic of all bonds offered by Clarence Hodson & Co. who have all [-— \ 
specialized in financial securities for the past 33 years. As Finance is cue — {nc- 
one of the most profitable and least hazardous of businesses, t— a wom \ 
Hodson Bonds have never defaulted—and the returns to iL ov en ps° ew yor ovbet \ 
investors have been generous. Send the coupon for details ua ag cE WOv ay 08 and \ 
of our present offering. C7 CLARE groe? w.-? 

13 ex euler erator” 
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me grins 
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ESTABLISHED 1893 = ING \ Neme" : es 
Ry Rog IN SOUND BONDS S=\ yreet™” “F 
YIELDING ABOVE THE AVERAGE aaa sii 2 cl 


135 Broadway New York | hs att 

































































JANUARY 15, 1927 





Barlum Tower 


Cadillac Square and Bates Street 
Detroit 


40 Stories, Basement and Sub- 
basement for Stores and Offices 





We offer and recommend, when, as and if issued, subject to. prior sale 


*2,/00,000 


First Mortgage Serial 612% Real Estate Gold Bonds 
Personally Guaranteed by 
John J., Thos. J. and Louis P. Barlum 


Secured by 


Barlum Tower 


Normal Income Tax Up to 2% Paid by Borrewer 


In addition to the security offered 
for this issue by the building and 
land, conservatively appraised at 
more than $4,580,000, the bonds 
bear the personal guarantee of 
John J. Barlum, one of Detroit’s 
wealthiest citizens and leading 
oe men, and also of Thos. 

. Barlum and Louis P. Barlum. 


The combined net worth of these 
men is several times the amoun 

of the bond issue. The estimated 
net annual rental income of the 
Barlum Tower, after all deductions 
have been made, including allow- 
ance for vacancies, is $461,997, 
more than two and one-half times 
the largest annual interest charge. 


Federal Bond & 


Mortgage Co. 


Federal Bond & Mortgage Building, Detroit, Michigan 


(1852) 
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security prices. 





Weekly 
Stock Letter 


—pointing out economic con- 
ditions that may have a vital 
bearing upon the course of 


Sent gratis on request for M. W. 4 


120 Broadway 


equipped to 


town clients. 


Members New York Stock Exchange 


Telephone Rector 5000 


Out-of-Town 


Accounts 


A special department of our 
organization is completely 


and effective service to out-of- 


We invite correspondence 


Joseplithal & Co. 


New York 


give a prompt 
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Your Investment nes In 1927 





HE pages of this issue 

are crowded with in- 

formation relating to 
the probable trend of indus- 
try, finance and_ securities 
during the coming year. So 
near as we have been able, 
we have attempted to cover 
the entire field which would 
be of the greatest interest 
and value to our subscribers 
and readers. 

The material has been pre- 
sented clearly and the advice 
on the various securities is 
direct. We believe that those 
who examine this issue will 
find information which will 
stand them in good stead in 
the months to come. 

It should not be difficult for 
readers to plan their invest- 
ment policies for the coming 
year based to a considerable 
extent on the facts and fore- 
casts of this number. It 
might be well, however, to 
summarize for those who 
would welcome, in addition to 
what we have given them in 





BOPER, HAGERMAN, HURREY AND PARKS 
TRANSPORTATION BUILOING 
SEVENTEENTH AnD 1 STREETS 
WASHINGTON 


Bovember 15, 1926. 


Mr. B.D. Ling. 
Managing Edito 

MAGAZINE OF waub STREET, 
42 Brosdway, 
Hew York, lew York. 


My dear Mr. King: 


I am reminded, in connection wth a little ser- 
vice I have just done for one of your writers, of one phase 
TNE OF WALL STREBT is render- 


of the many services the MAGAZ 
ing to the investors and property owners of the country. 


It frequently happens in our business that clients 
who consult ae regarding taxation problems ask for advice 
This ie especially true of those of our 
clients whe sre turning toward the securities field for placement 
of éheir funds but who lack experience in the analysis of 
We find on reflecting on the advise 
ummariged in this sentence - "Sub- 
@oribe for the MAGAZINE OF WALL STREET, study carefully its 
analyses of individual issues and until you have developed 
the experience that gives you confidence in your own judg- 


about investments, 


corporation reporte, 
we give that it may be s 


ment, follow its advice.” 


We read the magazine regularly in thig office as 
art of our preparation to assist our clients and to keep 
eurselves fully informed of the tendencies in securities 


values and prices, 


We consider that the MAGAZINE OF WALL STREET is 
filling in e unique manner @n indispensable function for 


the benefit of investors, 


Very traly yours, 


than ever. Tips and hunches, 
if acted on, are likely to turn 
into liabilities. 

On the other hand, the pos- 
sibilities of attractive issues, 
though numerically not so 
abundant as a year ago, are 
still enticing. But it takes 
great experience to deter- 
mine which of the thousands 
of available securities are at- 
tractive and which are not, 
especially in view of the 
probabilities that business 
will show a mixed trend dur- 
ing the coming year. Cer- 

‘ tain industries have seen 
their best for several years 
to come. Others are just 
commencing to show signs 
of coming great prosperity. 
Will the investor be able to 
determine which is which? 
On the answer will depend 
his investment success. 

In a year such as which 
seems at hand, knowledge of 
the facts plus a sensible in- 
terpretation of these facts, 
will go far toward making 








this issue, a brief resume of 
what we consider the best 
policy for investors to follow at this 
time. This can best be described per- 
haps by the word, DISCRIMINATION. 
More than ever in the history of the 
past few years, it will behoove the in- 
vestor to carefully examine his list of 
holdings and cast out the weaker securi- 
ties therefrom. More than ever he will 
have to examine the possibility of loss 
in connection with any of his proposed 
investments. Just as the best managed 
companies will have the best record this 


Fruitful Use of This Publication 


year, so will the greatest success come 
to those investors who realize the neces- 
sity for prudent management of their 
funds 

It seems necessary to state that, on 
the whole, luck will play a far smaller 
role in investment success than in pre- 
vious years. The investor who buys 
securities at this time without a proper 
realization of their real worth or who 
has not the advantage of sound guid- 
ance will probably fare more poorly 





the average investor feel 
that he has nothing to fear 
regardless of the course of the market. 
Indeed, possession of such information 
should easily place him in a position to 
take advantage of the great security 
opportunities which will undoubtedly be 
opened up during the course of the 
coming year. . 

The most sensible thing for investors, 
therefore, is to act only where they 
themselves are certain of their position 
or where they are able to secure accu- 
rate information. 


NEXT ISSUE: SPECIAL SWITCHING FEATURE 


¥ N view of the cross currents which are becoming more marked in the security trend, we are 
: preparing a special feature for the next issue which we believe will be of timely value to 


~ SS 


readers. 


ai attractive position and a list of sound issues into which they can be exchanged. 


This will consist of listing a fairly large group of stocks which are no longer in 


In making 


these recommendations we have taken into consideration attractiveness of yield, and market 


possibilities of loss as well as profit. 


The arrangement of the stocks is unusual in respect of the 


fact that each switch has been recommended on the basis of increasing the yield at the same time 
lessening the risk. Each individual security recommended is far sounder than the issue which 


is listed as unattractive. 
JANUARY 15, 1927 
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Changing 
Conditions 


make it desirable to keep in close 
touch with current market trends and 


developments. 


For a concise view of the investment 
situation, send for copy of our current 


Market Letter 


We have a special department for 
executing Odd Lot (less than 100 


share) orders. 


Ask for Market 
Letter MG12 


(HisHOLM & (HAPMAN 


Members New York Stock Exchange 


Philadelphia Office New York Office 
WIDENER BUILDING 52 BROADWAY 
Telephone Rittenhouse 1157 Telephone Hanover 2500 
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INVESTMENT & BUSINESS TREND 


The Spread of Bearish Propaganda—Present Function 
of Short-Term Issues—Stock Dividends and Taxes 
—‘Sound’”’ Money in Europe—The Market Prospect 


T is a remarkable coincidence that 
the day after an announcement was 
published in the New York papers 
to the effect that thirteen out of 
twenty well-known business men 
= had frankly expressed bearish views 
on the outlook, a full page advertisement 
was inserted by a leading banking firm in 
one of the leading papers stating that the in- 
vestor should dispose of all his securities ex- 
cept short-term issues. The thought was 
suggested that all securities, except short- 
terms, had outlived their usefulness for the 
present and that it was dangerous to hold 
them. 

It is unfortunate that such an idea should 
be broadcast. The tendency of inexperi- 
enced investors to magnify the possibilities 
suggested by such advice as contained in 
the advertisement referred to and thus be- 
come panicky to the extent of unloading all 
their securities, sound as well as unsound, 
is too well known to require proof. Circula- 
tion of ideas of this type tend to breed more 
harm than good and, if sufficiently empha- 
sized, may tend even to bring about the very 
situation they warn against. 

It seems too bad that business leaders 
should lose sense of perspective to the extent 
of becoming unduly alarmed at the business 
future, when, in effect, nothing worse is in 
sight than a recession from an abnormally 
high level of business. This country, finan- 
cially, industrially and commercially is so 
strong today that a normal let-down in busi- 
ness over a short period would have little 
permanent effect. It could not even make 
an appreciable difference to dividend pay- 
ments since most of the larger companies 


are sufficiently well entrenched financially to 
be able to sustain their dividend rates for 
several years even if their earnings fell off. 

But the outlook is not so clouded as 
to indicate even an important decrease in 
earnings though it seems probable that the 
average rate of return will not be quite as 
large in 1927 as in 1926. In any case, there 
is little real cause for concern, especially to 
investors who hold sound securities mainly 
for income purposes. It is expected that se- 
curities will fluctuate up and down in accord- 
ance with business conditions and sentiment 
but this has never, even in our poorest 
period in 1920 and 1921—prevented saga- 
cious investors from holding or even adding 
to their lists of security holdings. Needless 
to say the bearish rumors which are being 
spread around are entirely exaggerated and 
unworthy of credence. Certainly they ought 
not be made the basis for action in the in- 
vestment markets on the part of investors. 
The sensible thing to do is to analyze each 
security separately and hold or sell them on 
the basis of actual value. When this sifting 
process has been completed, the investor will 
find that there are a surprising number of 
securities not only worth holding but buying. 


GAD 


' N the above, there was an 
_ allusion to the banking 

firm which advised the 
sale of all securities, replacing them with 
short-term bonds. Unfortunately, the firm 
in question is now mainly interested in 
“pushing” short-term bonds so that its ad- 


SHORT 
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vice is not precisely disinterested. Never- 
theless, the short-term bond today has a cer- 
tain function which should not be ignored. 
It may be used for temporary placement of 
funds now tied up in speculative issues or in 
issues which have discounted their nearby 
future. Where such a situation prevails and 
where, especially, speculative considerations 
obtain, the short-term bond would prove a 
suitable vehicle for current investment. 
Their suitability for this purpose, however, 
is not sufficient warrant for using them to 
supplant that large list of stocks and bonds 
which are still in an attractive position. 
Hence the investor interested in employing 
his funds in short-term bonds should first in- 
quire as to their desirability in his par- 
ticular case. 


GP 


STOCK ALL STREET 
DIVIDENDS has superficially 

jumped to the 
conclusion that accumulated surplus may be 
absorbed through issue of stock dividends 
and that, hence, stock dividends are not tax- 
able. The Supreme Court, however, 
has decided that stock dividends do not 
represent distribution of surplus or that they 
represent distribution of anything except 
paper and for that reason are not taxable as 
income. This, however, does not preclude 
the possibility of penalizing corporate earn- 
ings as such. The law states that any cor- 
poration which, to save its stockholders from 
a personal surtax on dividends, withholds 
such payment to the effect of building up an 
unreasonably large surplus, may be taxed 
50% of their earnings. It is clearly evident 
then that since the stock dividend does noth- 
ing at all to surplus, which in reality remains 
intact though under another name (as capi- 
tal), an unreasonably large surplus may be 
taxed via imposing a penalty on earnings. 
Corporations, therefore, through issue of 
stock dividends have not yet escaped the 
danger of a penalty on earnings. It may be 
that either public opinion, labor and the 
more radical members of Congress may com- 
bine in sufficiently strong numbers to force 
the Government to take action along the 
lines specified in Section 220 of the Revenue 
Act of 1926. 
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HROUGH the expedient 
of stabilizing their cur- 
rency at an arbitrary 
figure, an increasing number of European 

nations have placed themselves superficially 
in a position to claim that they are operat- 


“SOUND” 
MONEY 


ing with “sound” money. This draws 
merely a red herring over the trail. Readers 
will recall the not inglorious fall of the 
“stabilized” Polish zloty within a short period 
after “stabilization.” Of course, the Polish 
zloty was an entirely new affair, represent- 
ing a new gold basis for Polish currency. It 
may be argued, however, that a currency 
placed on a gold basis should be in a stronger 
position than one merely stabilized at a lower 
than par value figure. Hence, there is no 
particular reason to believe that the various 
Governments involved can guarantee that 
their currency will stay at the pegged figure 
for any length of time. The case of England 
is different since it managed to balance its 
budget and was, anyhow, in sufficiently 
strong financial and economic position to 
hazard a return to a gold basis. This is most 
certainly not true of such countries as 
France, Italy and Belgium and _ several 
others which have resorted to partial repu- 
diation of their currency as a way out. The 
plan toward “stabilization” may work out 
but the outcome is speculative indeed. 


re 


HE market continues 
a highly selective af- 
fair, with strong and 

weak spots about even. Issues over-boomed 

in the past year or two are clearly giving 
evidence of distribution at the same time 
that their place is being taken by stocks 
which have not yet been exploited. Thus, 
the opportunity of discrimination in a two- 
sided market is afforded the investor. The 
action of the market, as a whole, is without 
especial significance at this time except per- 
haps as revealing a state of more or less un- 
certainty in regard to business prospects. 

There is no general trend as yet which will, 

however, undoubtedly be established with 

the first clear indications of the actual out- 
look for business. In the meantime, it seems 

probable that the market will continue on a 

highly selective basis, affording a suitable 
opportunity for profitable switching. The 

proper policy for investors to follow at this 
time is to cast out their weaker holdings, in- 
vesting part of the proceeds in the soundest 
investment stocks obtainable on a satisfac- 
tory yield basis or in good bonds, and re- 
serving the balance for any eventualities 
that may occur in the near future. 

Monday, January 10, 1927. 


MARKET 
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A review of the outlook for money and 
securities is found on pages 504 and 
505 and, also, pages 516 to 518. 
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ill Business Hold Up in 


Conservatism counseled 


a 


> by Federal Reserve | 
Board Governors and i) 


be i Leading Bankers in, 
a Bas exclusive statements 
7 Ae to The Magazine 


E.R.FANCHER. 
GOVERNOR 
FEDERAL RESERVE BANK, CLEVELAND 





[HIS Sectional Survey of Business conditions 
throughout the United States has been made pos- 
sible by the cooperation of the various officials of 
the Federal Reserve Banks and other bankers 
whose statements appear on this and following 
pages. Together with the Business Map on page 

' 503, which we have prepared with reference to 
known data in the Twelve Federal Reserve Districts, this 
feature presents an unusually valuable study of the busi- 
ness situation in the various localities in which the reader 
may be most interested. They have not been arranged 
numerically with regard to the Federal Reserve districts 
but rather in order of public interest in their condition. 


Second Federal Reserve District (New York) 


By NINETEEN Hundred and Twenty- 

Leite tC his i six has been a year of extraor- 
Poe : 4 dinary prosperity, not only in the 
Chairman of the Ex- immense volume of business trans- 
ecutive Committee, acted, but in the liberal and very 
American Exchange 


real profits realized. 
Irving Trust Co. 





The pace has been swift, and vol- 
ume and speed of turnover impres- 
sively great. And still, the general 
movement has been steady and consistent throughout. 

If we were to define “normality” as “a properly balanced 
condition of things, then the United States, at the present 
time, clearly could be said to be more nearly normal than at 
any time since the beginning of the World War. 

It would appear entirely logical that the year just passed 
should present this favorable record. Practically no ele- 
ment necessary to success seems lacking in the picture. We 
have had, for illustration, a banking and currency system 

proven by the burdens of the war 

a and those of the 

years following; 

ample credit, im- 

mense natural re- 

sources, a_ suffi- 

ciency of skilled 

workers; a strik- 

ing development 

of labor saving 

machinery in in- 

dustry; a steadily 

... improving atti- 

\\ tude upon the 

) part of both em- 

i ployer and’ em- 

iain ployee toward 

fetheir respective 
~ responsibilities; a 
strong and widely 
distributed pur- 


LEWIS L. CLARKE 
CHAIRMAN EXECUTIVE COMMITTEE 
AMERICAN EXCHANGE IRVING TRUST CO, NY. 
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chasing power; highly efficient machinery of production and 
distribution; increased and improved facilities for the col- 
lection and dissemination of reliable business information; 
and of particular importance, a tendency toward more 
soundly scientific business thought. 

But this is not the whole story. Nineteen twenty-six also 
has enjoyed the benefit of an inherited prosperity. The 
year 1925 ended with our fortunes distinctly on the upgrade, 
and the prosperity movement has swept through 1926 prac- 
tically without important check. 

Whether the momentum of all this prosperity will carry 
entirely through 1927, or how far into the year it will carry, 
are questions not to be answered at present. Much, indeed 
perhaps most, will depend upon the quality of business man- 
agement employed and upon the extent to which this newly 
awakened trend toward a more scientific business thought 
will be given expression in plans and operations. 

It is interesting to note that the satisfactory profits de- 
rived from business during 1926 have gone hand in hand 
with steadily declining commodity prices. This fact speaks 
well for the quality of skill employed by our American busi- 
ness men in the fields of organization, planning and re- 
search, and carries a strong suggestion of success in meet- 
ing whatever problems the future may present. 

In view of the wealth of material prosperity left by the 
year just ended, and considering the highly efficient condi- 
tion of our economic machinery and the unusually strong 
financial position of the majority of our leading corpora- 
tions, the outlook for 1927 appears distinctly favorable. 

It seems doubtful, however, whether the record level upon 
which business has proceeded during 1925 and 1926 can be 
maintained indefinitely. And we should not be surprised, 
or indeed disturbed, if at some point during the year a ten- 
dency toward an easing off in business is shown. 

But in any event, no shock should be experienced. No 
reasonable limit 
of our active pur- 
chasing power is 
yet in sight. 
There is constant 
improvement in 
technical pro- 
cesses of manu- 
facture and dis- 
tribution. Our 
banking situation 
is sound and elas- 
tic. The relation 
between govern- 
ment and_ busi- 
ness is improv- 
ing. The hand-to- 
mouth buying 
practice is serv- 


ing to keep inven- CHAIRMAN 
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tories down, and to avoid the 
uncomfortable peaks and de- 
pressions in labor which other- 
wise might cause embarrassment. 

And probably most important 
of all, business executives every- 
where are keenly alive to the 
importance of business research 
and analysis, to the end that 
they may constantly be in a po- 
sition to make necessary adjust- 
ments without loss or disturb- 
ance. 

It is always difficult to prog- 
nosticate as to the future of the 
market, but judging from the 
tangible facts of the situation, it 
would seem that there should be a 
rather bountiful supply of money dur- 
ing the coming year. With a Presi- 
dential election before us, and with the 
careful general attitude of the business 
community which is noticeable, and 
with the other facts indicated, it seems 
reasonable that the speculative public 
will be more or less wary and con- 
servative, and that, as we move into 
1927, security prices will move to a 
lower level. 


Sixth Federal Reserve District 
(Atlanta ) 


By ROM the 


standpoint of 
M. B. Wellborn, commercial and 
Governor 


industrial activ- 
Federal Reserve Bank ity, I believe 
of Atlanta 


that 1926 will 

prove to have 
been one of the best years which the 
Sixth Federal Reserve District has so 
far experienced. Agricultural condi- 
tions in the district have not turned out 
so well because of the lower level of 
prices received for products of the 
farm, particularly cotton, although pro- 
duction of most of the principal crops 
in this district was greater than in 
1925. 

The volume of retail trade in the 
Sixth District, as reflected by sales sta- 
tistics reported monthly to the Federal 
Reserve Bank by forty-five department 
stores scattered all through the dis- 
trict, up through November was 5% 
greater than in the corresponding pe- 
riod of 1925. Each month of 1926, ex- 
cepting October, showed increased sales 
over the corresponding month of 1925. 

Wholesale trade 
during the first 
six months of 
1926 was greater 
than during the 
same part of 
1925, but since 
the beginning of 
the last half of 
the year has been 
in smaller volume 
than during the 
corresponding 
months of last 
year. In connec- 
tion with whole- 
sale trade statis- 
tics, however, it 
should be noted 


that the general level of whole- 
sale prices has been lower than 
that which prevailed during last 
year. 

Savings deposits, reported at 
the end of each month to the 
Federal Reserve Bank by 91 
banks all through the district, 
have shown an increase each 
month in 1926 over the corre- 
sponding month last year, but, 
beginning with an increase of 
15.2% in January, over January, 
1925, the increase shown for 
each month except March has 
grown steadily smaller, and for 
November savings were only 

2.5% greater than a year ago. Debits 
to individual accounts at 24 reporting 
cities were greater than for last year 
for each month through July, but be- 
ginning with August the volume has 
been somewhat smaller than during the 
same months of 1925. During the first 
five months of 1926, the index number 
of building permits issued at twenty 
cities of the sixth district, and statis- 
tics of building contracts awarded in 
the Sixth District, both showed in- 
creases over corresponding periods of 
1925, but beginning with June de- 
creases compared with last year have 
been shown in both of these series. 

In the Birmingham industrial dis- 
trict the output of pig iron has been 
greater during 1926 than in 1925 for 
each month except March and April, 
and in November reached a point which 
had been exceeded only once during the 
seven years for which figures are at 
hand. Coal production in Alabama has 
been greater than a year ago excepting 
for August and September. 

Figures for the Sixth District com- 
piled by the Department of Agricul- 
ture indicate greater production this 
year than last of corn, wheat, oats, to- 
bacco, potatoes and cotton. In Louisi- 
ana the production of sugar is esti- 
mated at about half the production in 
1925. The increase of 398,000 bales of 
cotton over the production in 1925 is 
due largely to a greater crop in Georgia, 
and the largest increases in Georgia 
occurred in the central and northern 
parts of the state. 

The South will, of course, feel the 
effects of the large production of cotton 
and the consequent low price. But it 
should be remembered that with its 
constantly increasing diversity of in- 
terests, with the large amount of build- 
ing and construction going on, and with 
the steady advance in industrial and 
commercial activity, the part which cot- 
ton plays in the whole picture is con- 
stantly growing smaller. 


Seventh Federal Reserve Dis- 
trict (Chicago) 


By 
George M. Reynolds, 
Chairman, Conti- 
nental and Commer- 
ail Toate tn differed materi- 
. ally from those 


that have prevailed in nearly all the 


BU SINESS 

conditions in 
this Seventh 
Federal Reserve 
District have not 


other districts. Both the build- 
ing and automotive industries 
have continued at high levels. 
Iron and steel plants have been 
busy and apparently profits have 
been handsome. 

Leading manufacturers in al. 
most every line report a big vol 
ume and no abnormal accumu- 
lations on hand. General trad: 
has been good and productior 
and consumption seems to be ir 
good balance. The yields of our 
principal crops were not fa: 
from an average in 1926. Live 
stock prices are remunerative 
the banking position is soun 

and credit abundant in this district. 

Employment is general at high wage: 
and the home market almost unlimited 
in possibilities. The foregoing favorable 
conditions mean a good start in 192' 
and the logical expectation is for satis. 
factory business during the next six 
months at least. 


Tenth Federal Reserve District 
(Kansas City) 


By ONTINU ED 


: heavy indus- 
W. J. Bailey : trial operations, 
Governor 


the output for 
Federal Reserve Bank 


some industrie: 
r surpassing for- 
of Kansas City mer high rec 
ords, and a sharp upturn in the volum« 
of trade following a recession early ir 
Autumn were features of the situation 
in the Tenth Federal Reserve District 
at the close of 1926. Official returns 
for the full 12-month period may not 
be completed for several days, but th« 
value of checks cashed at banks in 
thirty cities to the middle of December 
and other statistical data available in- 
dicated the grand total of business for 
the year would exceed the high mark 
attained in 1925. With conditions basi- 
cally sound the outlook at the year 
end was reassuring. 

Production of farm crops, the basis 
for a good part of the prosperity re 
flected by the reports, was estimated 
for the year as slightly below th: 
average for ten years. Yet, consider 
ing individual crops, it was a notabl 
year for agriculture—the peak year of 
production of cotton and sugar beets 
and the second best year for wheat 
production. The 
corn crop was re- 
duced by drought 
to about half the 
size of the 1925 
crop, but this loss 
was partly offset 
by large yields of 
other crops of 
value for feeding 
livestock. The 
value of farm 
crops in this dis- 
trict should fall 
but little below 
the value of 1925 

(Please turn 

to page 
542) 
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Only three grades of business conditions were chosen 
in order to present a simple and readily assimilated con- 
ception of general conditions. GOOD connotes prosperity, 
good production, profitable market, favorable prospects. 
POOR is indicative of unprofitable operation, flooded 
market, low profit margin. FAIR, the intermediate grade, 
implies satisfactory average with uncertain outlook. 
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Money and Securities in 1927 


¥ A 


“ Money and Credit 


. By H. PARKER WILLIS 


Security Markets 


By E. D. KING 


OR many years, we have endeavored at the opening of each year to present our views 
and those of competent outside authorities as to the future of business, money and securi- 


ties. 


This particular article deals, first, with the trend of money and credit and, second, with 


the speculative-investment trend as concerning the securities markets. _ In other sections, we 


deal with the various important industries. 


It is to be understood that the forecasts as given 


embrace only the earlier part of the coming year, being subject, naturally, to any circum- 
stances which may develop and which cannot now be foreseen. 


Credit Situation Becoming 
Strained 


Higher Rates Forecast 


HE close of the year 1926 finds the 
financial community looking with 
more and more interest to the 

prospects for changes in the position 
of money and credit during the fore- 
part of 1927, and recognizing more and 
more distinctly the significant part that 
such changes may play in the market 
situation. Nevertheless, the ‘“forecast- 
ers” are finding it peculiarly difficult to 
reach stable conclusions as to what is 
to be expected with regard to rates, 
although it is not difficult to fore- 
shadow in a more general way, the 
direction that banking conditions are 
likely to take. 

Superficially viewed, the present 
banking position is all that could be 
asked. The current statement of the 
Federal Reserve System issued on De- 
cember 23 shows a Reserve ratio of 
68.9% for the System as a whole, which 
compares with 69.7% on the corre- 
sponding day last year. The volume of 
gold held has not very greatly changed 
and the amount of bills discounted is 
‘only $715,500,000 against $764,000,000 
a year ago. 

This, taken by itself, is not a very 
large amount for a System like the 
Federal Reserve to be carrying. When 
we look at the condition of the member 
banks, however, the picture changes 
somewhat. Recent figures have shown 
that the banks of the country as a 
whole have a reserve of only about 
7%&%, which is approximately half of 
what it was before the war. The past 
year has shown a very large expansion 
of credit and has indicated that a good 
many businesses are relying more and 
more upon the banks for assistance. 

Developments during the Autumn 
seemed to show that a great 
many banks in different 
parts of the country were 
thoroughly “loaned . 
and that further expansions 


of larger rediscounts. Of course, the 
plain indication from this state of 
things is that since they are thus quite 
directly dependent on the Reserve Sys- 
tem, expansion of credit either for 
speculation or other purposes will be 
promptly detected and will, if carried 
too far, call for repressive measures. 

Even if such measures should not be 
taken by the Reserve System, they may 
be applied by other banks as a matter 
of self protection. It was a very strik- 
ing thing that during the second week 
of December, when country banks were 
increasing their loans in the New York 
stock market by $63,000,000, New York 
banks curtailed theirs by about $70,- 
000,000. Undoubtedly the margin of 
unused credit today is narrow. 


“Loaned Up” Banks 


The question whether banks are 
largely “loaned up,” or whether the 
margin of credit is not a narrow one, 
is only partly parallel to the question 
whether bank credit is “sound.” Of 
course, when bank credit is thoroughly 
sound or liquid, the fact that it is very 
large in volume does not matter much, 
because it can be relied upon to pro- 
vide its own basis of settlement. 

The case is different when a large 
element of bank credit is “frozen.” 
There is good reason for thinking that 
our banks today hold an undue pro- 
portion of such frozen loans. An au- 


- thority on the subject has lately shown 


that according to his figures about $8,- 
000,000,000 of business out of an esti- 
mated total of $40,000,000,000 in the 
United States (annually) is being done 
on the instalment plan. There are to- 
day about 840 companies engaged in 
instalment or “finance” business, yet of 
course they have only slender resources 
of their own, compared to the total 
amount they carry on. They get their 
funds from the banks, in large meas- 
ure. It is not likely that the 
latter institutions are carry- 
ing anything like the total 
amount of annual turnover 
of instalment sales, but if 





of demand, either for com- 
mercial or financial accom- 
modation, would almost nec- 
essarily be transferred to 
the Reserve Banks and 
would take the form there 
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they are carrying only one- 
half to two-thirds of it, the 
aggregate is very great as 
compared with their pres- 
ent volume of assets. 

Add to this unmistakably 


large element of instalment paper, the 
present brokers’ loan account which 
is known and admitted to be in the 
neighborhood of $3,300,000,000 in New 
York alone, and the unquestionably 
large proportion of frozen agricultural 
loans carried by the country banks, and 
the reason for looking cautiously to the 
future is apparent. The fact that 
during the past year a total of about 
850 bank failures have been recorded, 
about 10% more than in 1925 and 
probably considerably more than that 
in growth of failed assets, is very sug- 
gestive. If business continues on its 
present high basis of turnover and 
sales, there should be no serious diffi- 
culty in correcting the present banking 
position but any serious check to trade 
might result in another story. 

The rate outlook is of course the cle- 
ment of the case in which the rank and 
file of investors and speculators are 
most interested. Money has been dis- 
tinctly less easy during the past thirty 
days and less abundant. The Autumn 
financing revealed considerably more 
strain than had been characteristic 
during the past three or four years 
and also showed that any increasing of 
this strain was likely to be almost im- 
mediately reflected in the form of 
larger rediscounts at Reserve Banks. 


Money Sensitive to Broker’s Loans 


Nevertheless, the prevailing level of 
call money rates at the present time is 
not higher than it was last year. In 
that connection, however, it should be 
remembered that last year we were 
working toward the inflated condition 
which resulted in the severe “slump” of 
the early Spring. We do not want to 
repeat it. The brokers’ loan account 
today, already referred to above, is 
probably $350,000,000 less than it was 
last year at this time, but it still is 
very large as compared with the total 
loan funds of the country. Any expan- 
sion in the volume of speculation above 
present levels is quite promptly seen in 
higher brokers’ loans and in an almost 
immediate hardening of money rates. 

All this signifies that a further 
“boom” in the market must be expected 
to be paralleled by growing resistance 
on the part of banks as shown in the 
form of more severe margin require- 
ments and in that of higher charges 
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for money. The all important question, 
whether such efforts on the part of the 
banks would be effective in bringing 
about a decided attempt on the part of 
the Reserve System to apply a system 
of eredit control, through higher rates 
of discount, cannot be positively an- 
swered, because it involves an impor- 
tant political factor. 

The Treasury Department has a good 
deal of financing to do and the govern- 
ment is very desirous, as it always has 
been, in avoiding anything that might 
be interpreted as affording a definite 
check to prosperity. In those circum- 
stances, the question whether the Re- 
serve System would be likely early in 
1927 to advance rates involves an im- 
portant human element which cannot 
be predicted. There is still the same 
opposition which has existed for some 
time past in the Reserve System be- 
tween the high rate and low rate 
groups in that system, and within the 
past few weeks there has been a move- 
ment to reduce rates at certain Reserve 
Banks by a half point, in the thought 
that this would establish a better “equi- 
librium” between financial centers and 
other parts of the country. The pres- 
ent chances favor continuation of the 
existing unsettled, or fairly evenly bal- 
anced, condition in the Reserve System 
until the trend of events shows more 
definitely whether there is likely to be 
a further stock market expansion or 
not. That such an expansion carried 
out on the lines of 1926 would prac- 
tically force an advance in Reserve 
rates, is a reasonable forecast. 


Important Factors 


There are certain important factors 
in the banking and credit problem as 
related to the stock market which ought 
not to be overlooked. Several large 
industries are under the necessity of 
obtaining additional capital funds. 
Their position may be well illustrated 
by that of the railroads. Most of the 
lines have borrowed so heavily that 
further issues of bonds are not desir- 
able: and a good many of them are, 
therefore, expecting to approach the 
market by issues of stocks. In order 
to do that, they will find it necessary to 
increase dividends and to make the 
prospective stock issues attractive to 
the investing public. 

Operations of this kind necessarily 
tend to increase the appeal to the banks 
for credit by those who buy new issues 
with borrowed money, while at the same 
time the raising of the general invest- 
ment returns tends to react upon the 
short term rate and bring about addi- 
tional advance there. Just at present, 
the average rate of return on the better 
dividend-paying stocks is a very low 
one. The tendency, therefore, of new 
issues made on a rising rate of return 
is to eut the capitalized value of other 
stocks in the market and to emphasize 
this movement somewhat by tending to 
roise the loan rate currently prevalent. 
Another element in the case is seen in 
the fact that foreign borrowing in this 
market has reached proportions which 
furnish a very serious element of com- 

(Please turn to page 550) 
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The stock market in 1926 was characterized by a more or less 
steady advance in high-grade issues at the same time that more 
speculative securities lost ground. 
highest level in fifteen years, practically all classes, including for- 
eign, participating uniformly in the exhibited strength. As shown 
by the middle graph, the business trend was not uniformly upward, 
on the whole, showing a tendency to lose ground, thus showing the 
underlying influence which caused the stock market to lose its char- 
The cost of money was higher but not 
sufficiently so to operate against absorption of seasoned issues, both 


acteristic bullish aspect. 


stocks and bonds. 


The bond market reached its 


Indications are that the mixed character which 


marked the stock market in 1926 will continue on an even more 
intensified scale during the coming year. 
































| The last desperate effort of the French Government toward 
stabilization of the franc is being observed with intense interest 


throughout the world. 


|| Upon the outcome depends the economic future not only of 


~ France but, in a sense, the rest of Europe. 


Admittedly, it is a 


matter of vital concern to all holders of French securities who 
will no doubt welcome this article, exclusively prepared for The 
Magazine of Wall Street, by one of the foremost Frenchmen 


of the day. 
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By JOSEPH CAILLAUX, former Prime Minister of the French Republic 


CAILLAUX has been the stormy petrel of 
French politics for a generation. Having 
occupied various Government posts of re- 

sponsibility he became Prime Minister in 1911. 

In 1913, after a series of sensational developments, 

he became Minister of Finance which post he was 

compelled to resign after the assassination by his 
wife of Gaston Calmette, managing editor of the 

Figaro, in 1914. At that time he became the best 

hated man in France, owing to suspicion of com- 

plicity with Germany during the war. In 1925, 

however, he again became Minister of Finance and 

for several months in 1926 was Prime Minister. 

M. Caillaux is regarded as a “mystery” man in 

French politics but French opinion holds that he is 

possessed of more than average financial genius. 

His views on the outlook for French finance, there- 

fore, have unusual weight.—EDITOR. . 


It is always difficult to speak of the future, but 
more particularly difficult is it to answer the ques- 
tion which is put to me concerning the financial 
future of France. Between the manner in which 
I visualize it and that in which I am sometimes 
obliged to forecast it, there is often some differ- 
ence. And so do not expect from me a compre- 
hensive prophetic picture. I can only express a 
few reflections inspired by the present situation 
and its possible consequences. 

The first task incumbent upon the French Min- 
ister of Finance in these latter days was to put the 
Budget on a really stable basis. I must be for- 
given for recalling that when I became Finance 
Minister at the end of April, 1925, I had already 
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warned the country against the danger of the then 
existing deficit of several billion francs. 

My frankness laid me open to very fierce attacks; 
but I do not think that it has been fruitless. It 
has enabled my successors to obtain more easily 
the vote for new taxes. I even confess that in 
last August I thought that M. Poincaré was going 
a little too far in this direction. But that is only a 
detail, for it is always easy to reduce taxation 
when the stability of the Budget is practically 
assured. 

Outcome Uncertain 


Is it so today? The estimates presented by the 
government show an exact balance between ex- 
penditure and revenue. But I shall be telling 
nothing new to anybody by saying that Budget 
balances are always problematical, until the full 
year’s experience has been revealed. In order that 
this practical test of the government’s projecis 
may be successful several economic and monetary 


‘conditions must be fulfilled. 


I have always considered that monetary stability 
was most essential, and its achievement has, in 
my view, been closely associated with the problein 
of balancing the Budget; stabilization ought to 
follow and consolidate Budget equilibrium. In 
order that the most stable Budget should not be 
upset during the financial year it is essential that 
money to be used by the State and the country 
during its term should as nearly as possible ay- 
proximate to the Budgetary calculations and fore- 
casts. It does not appear that the condition will 
be fulfilled in 1927. 

To appreciate the preponderating influence ex- 
ercised by the fluctuating exchanges on the finan- 
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cial position of France, one need only recall that 
before the war the annual expenses of the state 
amounted to a little more than 5 billion gold 
francs. The Budget of 1927 amounts to 40 billion 
oaper francs. When the Budget calculations were 
framed the value of the pound sterling was about 
160 francs and the 40 billion francs represented a 
ittle over 6 billion gold francs. The difference be- 
ween 1913 was small. At the rate of 120 francs 
o the pound, the Budget of 1927 is equivalent to 
nore than 8 billion gold francs, which represents 
in increase of 60% on the pre-war total. 


The Cost of Instability 


The instability of the currency constantly 
hanges the complexion of the financial situation 
ff France. In October the internal debt amounted 
o 47 billion gold francs. In December it was more 
han 62 billions. If revalorization was pushed to 
he extreme limit and the paper franc became 
qual to the gold franc it would then equal 300 
illions or, say, 12 billion pounds sterling. Ten 
imes more than the debt before the war! 

To appreciate these figures at their true value 


me can only admit that the interests of France - 


ind her people lay and still lie in a stabilization 
which would enable an end to be put to currency 
‘uctuations and would make it possible to fix ex- 
penditure at a figure which will cover all pos- 
sibilities. 

I know as well as anybody how disturbing to the 
French people is the idea that the value of the 
france would not be definitely brought back from 15 
or 20 centimes. There is not a family in France 
which has not entrusted to the state a considerable 
portion of its patrimony and from their point of 
view stabilization as near as possible to par would 
appear desirable. But hard economic and financial 
facts prohibit the realization of this ideal. 

The country is faced with the imperative neces- 
sity of reducing the internal debt, and this will be 
done either by stabilizing the currency at a rate 
which would make the debt a tolerable burden, or 
by a forced conversion which will mean that Rente 
holders will receive less than the state originally 
contracted to pay them. 

For home creditors of the state the two solutions 
produce the same effect; for the nation as a whole 
they do not. The revalorization of the franc im- 
mediately increases the incidence of taxation, 
raises the price of money, causes a slackening in 
business, and an 
economic crisis, and 4 
of this we can al- 
ready see the first 
symptoms. As, 
however, we do not 
know yet which 
method the French 
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Government has chosen, it is difficult to foresee 
what will happen. 

Another element of uncertainty with regard to 
the future of French finances is provided by the 
problem of international debts. I have said often, 
and I can only repeat, that transfers of wealth 
from nation to nation cause complex problems and 
can only end in creating a situation as disadvan- 
tageous for the creditors as for the debtors. Some 
day, I believe, these international debts will be 
wiped off the slate. But in the meantime the finan- 
cial situation of France will continue to be affected 
by the payments she will have to make. Their 
repercussion on the national wealth will vary 
according to the compensation that we shall be able ° 
to obtain from the Dawes’ Plan. 


An Uncertain Future 


I cannot altogether overcome the anxiety which 
I feel regarding the balance of the payments in 
the years which lie ahead. Before the war France 
was clearly in an advantageous position in this 
respect. Though the merchandise trade balance 
was slightly adverse, the real balance was largely 
re-established in its favor not only by the ex- 
penditures in France of foreign tourists but above 
all by the interest on the 50 billion gold francs 
invested in foreign countries. The war has almost 
completely taken away that source of income, and 
it is almost certain that the balance of payments is 
at the present moment unfavorable to us. 

I say at the present moment because I have the 
most absolute confidence in the industrious char- 
acter of our people and in the power of recovery of 
our country. It learns quickly the lessons which 
difficulties teach, and so far from despairing I hope 
to see the impending crisis reduced to a minimum 
by wise stabilization, followed by long credits, 
which will allow us not only to get through the 
period of monetary difficulty, but also to realize the 
incalculable unexploited resources which exist in 
France and in our colonial empire, resources the 
exploitation of which would enable the French 
nation to regain its former prosperity in the course 
of a few years. 














Tax Dodging Via Stock Dividends 


Is the Criticism Justified That Corporations Attempt to Evade 
High Taxes for Shareholders by Declaring Stock Dividends? 


—Companies 


Past 


HE 
tion of a 40% stock 
dividend by the larg- 

est industrial corporation, 
the U. S. Steel Corpora- 
tion, has stimulated a 
greater degree of interest 
in the prospect of similar 
action on the part of other 
companies which have 
accumulated substantial 
surpluses than was occa- 
sioned by the earlier de- 
clarations of Woolworth 
and General Motors. 
event of this importance 
naturally gives rise to re- 
flections concerning the 
actual value of stock divi- 
dends from the point of 
view of both the corpora- 
tion and the stockholder, 
and the extent to which 
investors are justified in 
anticipating a “melon” 
through stock purchases. 

It is necessary to dif- 
ferentiate clearly between 
the stock dividend and the 
splitup, that form of re- 
financing which has been 
employed so extensively in the last 
few years. Both expedients involve 
a reduction in the unit value of the 
shares. The immediate effect upon the 
status of a stockholder is the same 
whether he is the recipient of a 100% 
stock dividend or if the stock is split- 
up on a 2 for 1 basis. In both cases 
he owns two shares for each one share 
held previously, but in the former event 
the face value of the stock held is 
doubled, and the reduction in unit value 
is applicable only to market value and 
not to par value, whereas a splitup 
applies to both and entails either a 
corresponding adjustment of par value 
or a change to shares of no par value. 


Difference Between Stock Dividend 
and Splitup 


The difference in the effect upon the 


books of a company, however, is more 
far-reaching. A stock dividend has the 
result of capitalizing a portion of the 
surplus, and thus its face amount will 
be deducted from surplus and added to 
capital account. A splitup, on the 
other hand, leaves both accounts un- 
changed. 

The latter is employed primarily in 
the case of high priced stocks in order 
to provide a less cumbersome market, 
especially if a larger net cash return 
to stockholders is contemplated, while 
the stock dividend, although facilitat- 
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in Line for Splitups 


not transpire until December. 
of a market which has been based so largely 
on prospective stock dividends, it is a poor pol- 


PaPatotec% 
oeioasoasoasoasons 


By AUSTIN CHANDLER PHELPS 


i? Pastee% 


market aspect, as they are employed so exten- 
sively to advance security prices, sometimes 
beyond all reason, and in almost all cases far 
in advance of the actual declaration. 
An —U. S. Steel common reached its practical peak 
in August in anticipation of an event which did 
At this stage 


icy to purchase stocks simply on the strength 


of such developments. 
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ing an increase in cash disbursements, 
is more fundamental in character, and 
implies that the surplus earnings of 
past years have reached proportions 
no longer necessary to maintain for the 
good of the business, and that conse- 
quently a distribution in the form of 
additional stock is justified. 

There are cases where it is desired 
to reduce the value of the trading unit 
of the stock to a figure lower than could 
be practically accomplished by means 
of a stock dividend alone, and yet it is 
felt at the same time that some capi- 
talization of surplus is warranted. In 
this event simultaneous use is made 
of both the stock dividend and the split- 
up as was done, for instance, in the 
recapitalization of American Can and 
Corn Products Refining. The stock 
dividend of course is employed only to 
the extent that it is desired to draw 
on surplus. 


Future Distributions 


There is no qestion that there has 
been a greater accumulation of profits 
in the last few years than in any pre- 
vious period, and prospective distribu- 
tions have constituted a basic factor in 
the prolonged rising market. The 
disastrous losses incurred in the post- 
war deflation instilled a spirit of cau- 
tion in regard to cash dividend dis- 
bursements, far more than prevailed 
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en, stock dividends are sound, 
but the great danger lies in the stock 


2%, 0, 2, 2 2. 2, 2, 2 @, ©, 0, 9, 2, D2, 9. 0, GO, &, 2, O29, @, 
Ke X aXe KK KK aK KKK EK KK a KKK KK 


or Stock Dividends 


during the abnormally 
prosperous war years. 

The question raised, 
sometimes by stockholders 
but most often by politi- 
cians, is as to why surplus 
accumulations should not 
be distributed in cash 
rather than in stock. Cer- 
tain elements in Congress 
have been of the opinion, 
since the decision of the 
Supreme Court rendering 
stock dividends immune 
from federal taxation, 
that such _ distributions 
were simply for the pur- 
pose of enabling stock- 
holders to evade taxes for 
which they would become 
liable in the event of cash 
payments. This might be 
so if accumulated profits 
were stored in the office 
safe or invested in readily 
marketable securities, but 
it quite overlooks the fact 
that surplus earnings are 
usually employed in plant 
extensions and improve- 
ments in a manner de- 
signed to increase earning power, and 
are not available for direct distribu- 
tion. 

The 40% dividend of U. S. Steel, for 
example, has a par value of over 208 
millions. A cash payment of this 
amount would have exhausted the en- 
tire cash holdings of the corporation 
by a wide margin, besides depleting 
the net working capital nearly 50%. It 
would be difficult to maintain a policy 
of expansion from surplus earnings 
rather than by means of new financing, 
if there were any serious attempt to 
force the liquidation of large surpluses 
through cash outlays. 

There is a distinct threat against the 
further accumulation of earnings by 
corporations contained in Section 220 of 
the Revenue Act of 1926. It is pro- 
vided therein that an annual tax of 
50% of the net income may be levied 
on any corporation which permits its 
profits to accumulate for the purpose 
of enabling its shareholders to avoid 
payment of the surtax for which they 
would be liable, were such profits divided 
pro rata. Essentially the same provision 
has existed in previous revenue acts of 
recent years, but up to date no attempt 
at enforcement has been made. 


Thus, 


The Meaning of the Law 


Section 220 does not appear to con- 
template and contains no allusion to 


THE MAGAZINE OF WALL STREET 





oR Oo 


Ae 


i Mi ie a ee 


surplus as_ such, but evidently 
has reference to the actual dif- 
ference between the amount paid out 
and the total net income in any one 
year. Moreover, a reasonable inter- 
pretation leads to the belief that the 
50% tax on net income is applicable 
only to the current taxable year and 
not retroactive. In this case there 
would be no incentive for corporations 
to liquidate the accumulated profits of 
past gears as embodied in surplus 
wecely for the sake of carrying out 
che provisions of this section of the 
Revenue Act. 

The logical conclusion is that Section 
220 has had little if any bearing upon 
the policies of corporations in respect 
to stock dividends or otherwise, al- 
though if any attempt were made to 
enforce it, it would be- 


possible through the reinvestment of 
surplus earnings, would never have de- 
veloped. 


Why Surplus Is Important 


Carried to its logical conclusion, a 
business which was so short-sighted as 
to consistently distribute the greater 
part of its earnings, might well within 
a few years have no profits upon which 
either itself or its stockholders could 
pay taxes. The attitude which decries 
the retention of a considerable propor- 
tion of the annual profits and their 
natural outlet in the form of subse- 
quent stock dividends is purely hand- 
to-mouth in character and _ entirely 
ignores the future welfare of the Gov- 
ernment as well as of the corporation 


as to the extent shareholders or pros- 
pective shareholders are justified in an- 
ticipating future declarations, or to 
what point a stock can advance before 
discounting such action on the part of 
a corporation. 

There are many companies in a posi- 
tion to declare stock dividends, details 
concerning some of which appear in the 
accompanying table. A few are promi- 
nently mentioned in this connection, 
while there has been an absence of defi- 
nite reports in the case of others. The 
two leading prospects, now that U. S. 
Steel has already taken action, are 
probably Atchison and Allied Chemical 
& Dye. Both of these companies have . 
recently increased their cash disburse- 
ments without any declaration of stock 
dividends, and as long as the latter 
continue to be deferred, 
the market is likely to be 





come necessary to distrib- 





ute as large a proportion 
of current earnings as pos- 
sible. The difficulties of en- 
forcement as the law now 
stands, however, seem 
well-nigh insurmountable. 

The criterion employed 
is the extent of undivided 
profits required for the 
reasonable needs of the 
business, but it is obvious 
that reasonable needs in 
this respect vary with 
practically every business 
and it would be impossible 
to lay down a standard. 
Moreover, the disastrous 
experience of 1921 has 
shown that it is advisable 
to accumulate something 
in excess of the reasonable 
needs under normal con- 
ditions. The Government 








| Companies in Position to Authorize Stock 


Dividends 


Surplus per 
Share of 
Common Last 
Available Present on Basis 
Balance Annual Present 
Sheet Dividend Stock 


Possible 
Dividend 
Expectation 


Allied Chemical & Dye. .$69 $6 $7- 8 
Atchison 
International Harvester... 65 6 8-10 
National Lead 10-12 
Great Western Sugar .... 8-10 
National Supply 6- 7 
Sloss-Sheffield Steel & Iron 95 8-10 
Western Union Telegraph. 65 8 9.10 

*Not including recently declared extra of %5 cents per share, 


fs 10-12 


Companies More Likely to Split Their 
Shares Without Recourse to Stock 


sustained at relatively 
high levels in anticipa- 
tion of the greater pros- 
pect until such time as 
there may be reason to 
be convinced that the ex- 
— pected action will not take 
Dividend place. 

% Atchison is not entirely 
30-40 out of line simply on the 
40-50 basis of a permanent divi- 
25-30 dend aggregating $10 
40-50 annually, but Allied Chem- 
40-50 ical has obviously been dis- 
25.30 counting something more 

; than the $6 rate recently 

40-50 established. This is not 
40-50 sufficient reason, however, 
to look for materially 
higher prices, for the mar- 
ket has gone a long dis- 
tance in taking cognizance 
of whatever is in store, 


Possible 


Possible and Allied Chemical on 
Dividend the basis of reported earn- 
peg tg ings could hardly pay 
more at the most than the 


' Present Stock ; 
Air Reduction $7- 8 equivalent of $8 on the 


American Smelting & Refining 10-12 present amount of stock 


a : outstanding. 
a ai This potential cash divi- 


dend on an increased capi- 
Commercial Solvents 12-15 P 


‘ talization should always 
South Porto Rico Sugar 8- 9 be carefully considered in 


could hardly force corpor- 
ations into the unsound 
financial practices which 
would almost certainly fol- 
low any literal enforce- 
ment of this penalty. 

If then stock dividends 
are not the result of the 
law condemning accumu- 
lations of profits, are they 
in themselves a means of 


Dividends 


tax evasion and therefore 
subject to possible adverse 
legislation? This would 
seem to be the conclusion 
reached by the senatorial 
sponsor for the proposed investigation 
into stock dividends, their purpose, 
and how they compare in quantity since 
and before being adjudged non-taxable 
by the Supreme Court. 

It requires a very vivid imagination 
to associate stock dividends directly 
with tax evasion on the part of stock- 
holders. It is true that stock dividends 
are an aftermath to several years’ ac- 
cumulation of profits, insofar as such 
accumulations, reinvested in the busi- 
ness, produce additional earnings 
which after a period of time may be 
capitalized. Of course, if these profits 
had been distributed instead of accumu- 
lated, stockholders would have received 
a larger immediate income upon which 
to pay surtaxes, but the business would 
have suffered in consequence, and the 
greater earnings in later years, made 
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U. S. Cast Iron Pipe 15-20 
Westinghouse Air Brake 


connection with prospec- 
8-10 tive stock dividend, be- 
cause there is little to be 

















and its stockholders. To say that stock 
dividends are a means of tax evasion is 
equivalent to saying that the policy of 
building for the future, a policy re- 
sponsible in large part for the present 
strong position of companies able to 
pay stock dividends, was adopted for 
the sole purpose of enabling stock- 
holders to effect a saving in surtaxes. 

Regardless of the merits of such an 
attitude, it remains to be seen whether 
the fact that it exists in some quarters 
will exert a repressing influence on 
corporations contemplating substantial 
stock dividends, and thus disappoint 
eager stockholders. It does not seem 
probable as far as the present year is 
concerned unless a definitely unfavor- 
able position on the subject is taken by 
the Government in the meantime. More 
to the point at this time is the question 


gained without some in- 
crease in the net cash re- 
turn. It is also important to take 
into account the present status of earn- 
ings. Baldwin Locomotive, for in- 
stance, has a sufficiently large surplus 
to declare a stock dividend, but its 
earnings have been very much curtailed 
in the last three years due to erratic 
conditions in the industry, and there is 
consequently little likelihood of a dis- 
tribution under such circumstances. 
Stock dividends have been shown to 
be a natural consequence of legitimate 
accumulation of surplus earnings, and 
practically the only means of properly 
rewarding stockholders without divert- 
ing funds which can be used to better 
advantage in the business. They can- 
not be justly charged with responsi- 
bility for enabling stockholders to 
avoid taxation except in a very narrow 
sense, and not at all in the long run. 
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Keeping Clear of Money Pitfalls 


The Importance of Not Making a Misstep at the Beginning—Why It Some- 
times Pays Not to Accept Business—What Is the Right Basis of Borrowing? 


OME philosopher, whose name es- 

“ capes me, has remarked that those 

who have plenty of cash can buy 

on credit, while others, because they 

have no cash and so need credit, cannot 
get it at all. 

Outside of business affairs, the in- 
stitution of credit was long looked on 
with a good deal of suspicion. Every 
prudent man until quite recently, had 
on his wall, or at least in his memory, 
the admonition, “Neither a borrower 
nor a lender be.” 

This advice, sound as it may have 
been in its time, can now no longer 
be followed. Few merchants, indeed, 
would find it possible to continue in 
business at all if they did not borrow 
money with which to secure goods— 
and having secured the goods, lend 
them to their customers, that is, sell 
on credit. 

Although business men, from the 
corner merchant to the great corpora- 
tion executive, can no longer take the 
old adage as literally as their fore- 
fathers did, they of late often forget 
its spirit, and are not insistent on being 
careful lenders and equally careful 
borrowers. With the first part of the 
advice to be careful lenders, almost 
everybody will agree. Yet the admoni- 
tion that we be careful borrowers, 
though perhaps a little harder to be- 
lieve, is equally if not more important. 
It makes no difference if the borrowing 
is in the form of cash from banks or 
goods from wholesalers if the borrow- 
ing policy slips out of the merchant’s 
control it becomes a business danger, 
the more truly perilous because seem- 
ingly so friendly. Borrowing money is 
only good so long as it is a well con- 
trolled convenience. 


The danger of which I 

speak is, for psycholog- 

ical reasons, even worse 

than usual to the man 

just embarking in busi- 
ness. It is because he is too often op- 
timistic, prone to rely on his hopes, 
ambitions and ability, rather than on 
sound finance, and impatient to be ac- 
tually under way... Then, too, he finds 
it comparatively easy to get his fix- 
tures and his merchandise on credit— 
possibly because it is assumed that 
every concern will last at least long 
enough to pay its first debts. 

As a result of these high hopes and 
this easy credit, the new concern is apt 
to start life owing large sums com- 
pared to the amount invested, and to 
attempt a larger business than its in- 
vestment justifies. Soon the business 
finds itself burdened with debts for 
merchandise and, what is worse, for 
fixtures and equipment which even the 
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rashest optimist could not expect to 
earn its cost by the time it must be 
settled for. 

From that time on there begins a 
never-ending round of borrowing and 
scraping of money, which serves no 


other purpose than to pay what is al- - 


ready spent. The merchant ceases to 
be primarily a merchant and becomes 
a sort of financial juggler. His busi- 
ness suffers, for he has neither the 
time nor energy to give it what it 
requires—uininterrupted attention to 
economical buying and efficient man- 
agement. So neglected, the business 
produces less and less of the profits 
required for its own upkeep. The 
debts get larger and larger, borrowing 
capacity dwindles, and a crash is then 
almost certain. This, the writer has 
found, is too often the history of so 
many promising ventures. 

The business should never have been 





in a small, easily controlled business 
should make more actual money than if 
used in a larger business where the 
capital is just barely sufficient. In his 
modest business the newsboy with his 
capital of $1.00 may make a larger 
profit than the merchant with a cap- 
ital of $10,000 attempting to run a 
business requiring $50,000. 


Running a_ business 
without enough capital 
is not true merchandis- 
ing. It is speculation on margin—mere 
gambling. And he who practices it 
runs the same danger as the man who 
plays the stock market without suffi- 
cient capital. He has no flexibility. 
The smallest of reverses will crush him. 
The profits which his foresight, intelli-. 
gence and general business acumen 
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started unless the owner was prepared 
to supply at least twice as much cap- 
ital of his own as first appeared neces- 
sary; this, to allow for needs certain 
to arise yet impossible to forecast. At 
first glance this seems an almost impos- 
sible requirement. It is so hard for 
the average man to get even the barely 
necessary funds to start a business that 
to double them is apparently to forbid 
him to go into business at all. 

So many concerns, even though they 
are able to sell goods at a profit, fail 
through lack of sufficient capital that 
the question may well be asked by the 
earnest and capable, but only mod- 
erately well fixed man, What then shall 
I do? In brief, the answer is this: 
If double the anticipated capital is not 
obtainable, you will get exactly the 
same results if you cut the projected 
size of your proposed venture in half. 
The smaller you start, provided your 
capital is abundant for the small size 
of the business, the better your chances 
for ultimate success. If a merchant 
turns his stock frequently and other- 
wise runs his business along lines 
which I shall later suggest, he may 
make even more money in the small 
venture than he would in the more 
ambitious one. 

Properly managed, a $1,000 capital 


might give him are lost, together with 
the possessions that he already had. 

Let me illustrate this with the ex- 
ample of a merchant who, for the sake 
of convenience, I shall name Mr. Smith. 
He has, let us say, $10,000 of his own 
and $30,000 borrowed from dealers. 
friends and bankers, making a total in 
his business of $40,000. 

His own capital is only one-fourth of 
the total; that is, he is doing business 
on a capital margin of 25 per cent. 
Assume further he makes a profit of 
$20,000 for the year, so that at the end 
of that time he has a total of $60,000, 
say all in cash. He will then be able 
to pay his $30,000 debts and have 
trebled his initial capital. In othe 
words, he will have made 200% on his 
investment. Very tempting indeed! 

But let us examine more closely. Sup- 
pose that while Smith has had a profit- 
able year, he is not able to collect from 
his customers the $30,000 in cash when 
it becomes necessary to pay his own 
debts of that amount. He may then be 
forced to discontinue operations and 
settle with his creditors in the bank- 
ruptcy courts. If, as well might hap- 
pen, he earned no profit at all, but in- 
stead sustained a loss, his predicament 
will be even worse. 

We must remember that it is not per- 
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m Running Your Business 


manent inability to meet his debts that 
may bring the merchant to disaster. A 
temporary inability may bring exactly 
the same result. The merchant who 
does business on a small margin of his 
own money faces the continual danger 
of being wiped out by a single un- 
successful year caused perhaps by poor 
collections, unfortunate purchases or 
happenings outside of his own control. 

It is, of course, not to be inferred 
that I recommend that business be con- 
ducted entirely with one’s own funds. 
Such a method, it is true, will reduce 
the chances of failure. On the other 
hand, it will decrease the margin of 
profit. What I desire to stress is that 
debts should be what we might term 
“self-liquidating.” In other words, the 
use to which borrowed funds are put 
should be such that the necessary cash 
will be produced for the repayment. It 
is, for instance, poor business to incur 





30-day debts for merchandise which 
cannot be sold and collected for within 
a period of time shorter than 30 days. 

It is well to consider each purchase 
of goods as a separate venture, and to 
remember that if it is not self-support- 
ing it will have to be paid for out of 
funds which rightly belong for repay- 
ment of another purchase. Debts must 
be paid with money, not with merchan- 
dise or customers’ outstanding accounts. 
If goods purchased on credit prove to 
be poor sellers or if, because of their 
seasonal nature, they are still on the 
merchant’s shelves when payment for 
them is due, an unhealthy financial sit- 
uation results. The merchant may then 
find his capital tied up in stock which 
may even represent a handsome profit 
—some day; but which cannot pay 
debts due now. 


Many a merchant has 
been tempted by bar- 
gain prices to buy goods 
not salable within ten 
times the length of time when they 
must be settled for by him. The pur- 
chase may in its own right be an ex- 
cellent one, but if there is no provision 
made for its payment from the sale of 
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Profitable 
to Refuse 
Business? 


By 
MAX ROLNIK, C.P.A. 


the actual goods for which the debt 
was incurred it may well make for the 
same harried chase for funds as tor- 
tures every man dunned by creditors. 
And the merchant is apt to find as a 
result that his financing activities take 
so much of his time that his merchan- 
dising suffers a greater setback than 
the bargain prices warranted. 

When considering the use of bor- 
rowed funds with which to increase 
the scope of a business, the merchant 
must determine whether or not it might 
be more profitable to refuse to accept 
more business. Surprising as it may 
at first seem, an increased business 
may result in reduced profits. Gen- 
erally speaking, an increasing volume 
of business requires an increasing cap- 
ital. If the volume of sales is allowed 
to grow more rapidly than the mer- 
chant’s own capital, it is evident that 
he will be forced to rely more and more 





on his borrowing. This means opera- 
tion on a narrower capital margin, 
with the consequent dangers which we 
have already noted. 

Nevertheless there are ways of en- 
larging the volume of business and 
increasing the profits without relying 
on borrowed capital. For it must be 
remembered that increased capital, 
while important, is only one factor in 
business growth. Obviously it is ad- 
vantageous to do as much business on 
one’s investment as is possible with 
safety so as to make as large a per- 
centage of profit as one can on one’s 
money. It is ofttimes possible by bet- 
tering a merchandising policy to in- 
crease the volume of business without 
increasing the capital, either owned or 
borrowed. The way to such increase 
is usually summed up in the phrase 
increased turnover. 

When a merchant does a business of 
$30,000 a year on an investment of 
$10,000 he is then turning his capital 
three times a year or once every four 
months. When his volume of business 
increases to $60,000 it is evident that 
he has either to double his capital or 
its rate of turnover unless he wishes 
to avoid using creditors’ money. If he 
can devise ways of turning his stock 
every two months instead of every 









four, he can do the increased business 
without borrowing—and actually in- 
crease his chances for making more 
money. 





I have spoken of the 
danger of buying bar- 
gains which cannot 
easily be paid for. It 
is equally disastrous to buy too much 
merchandise because of liberal credit 
terms. A dealer is too often tempted 
in this way to take on quantities of 
goods beyond his needs, or of an assort- 
ment which includes slow-moving varie- 
ties which lessen the real worth of 
perhaps excellent merchandise in the 
same lot. It is well to remember that 
everything in business has its price, 
and liberal credit, if not paid for openly 
as interest, will be paid for just as 
surely in high price, poor quality or 
unsalability of the merchandise. 

The rierchant who buys for cash, or 
on short terms, can always get the bar- 
gain prices, and can, for this reason, 
sell at lower prices. This attracts 
trade and he is soon left with clean 
shelves and cash in the bank to be again 
used to buy cheaply. So the never- 
ending circle continues. Bargain pur- 
chases for cash, accelerated sales, ready 
cash again, and a return to the whole- 
saler’s bargain counter. 

Compare him with that other class 
of merchant who, because his funds are 
ever tied up, worries and scampers for 
cash, and has to buy what the first- 
mentioned merchant has been able to 
get at lower prices or more promptly. 
Before leaving the subject of turnover 
it might be noted that it is not only 
the number of times the stock is sold 
that counts, but the number of times 
that it is paid for. A merchant may 
clean his shelves every month, but if 
he sells to customers who pay slowly 
he is hardly any better off than the 
merchant whose turnover is less fre- 
quent but who collects more promptly. 
If payment is received in six months 
it is almost equivalent to selling one’s 
stock twice a year, regardless of the 
fact that the sales are more frequent. 
Selling often and collecting frequently 
the merchant makes his funds pass 
more often through his hands, so that 
every dollar gives the effect of many. 

The dangers of expanding on bor- 
rowed capital suggested in the fore- 
going are so great and so sufficiently 
real that I feel justified in saying that 
the only true and permanent business 
growth is expansion out of the mer- 
chant’s original invested capital and his 
earnings, and not from borrowings. I 
have already spoken of financial diffi- 
culties that arise through an invested 

(Please turn to page 584) 
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Is Labor a Success as a Capitalist? 


Labor Unions Heavily Interested in Banking and Finance— 
Reaching Into New Business Fields—Still Lacks Experience 


By GUSTAVUS MYERS 


PRES OS NERS RNS RN NS NN PS SN PS SS ON 
. E are now witnessing the earlier stages of what in time is bound to become 
( one of the most vital movements in American history—that is the increas- 
( ing ownership and control of financial institutions by labor organizations. Hav- 
( ing passed the experimental phases, it is now pertinent to inquire into the success— 
or failure—which labor organizations have thus far had in connection with their 
( banking and other financial enterprises. Has the development been sufficient up 
( to this time to warrant the belief that eventually, not content merely with banking 


and owning property, labor organizations will go into business on a big scale? 


UR old-fashioned idea is that no bank, with a suffi- 

cient capital to be considered safe, can with de- 
cency ask of the poorer classes to deposit their 
money in the bank, in sums of one dollar and upward and 
pay interest thereon.” Although having an ancient sound, 
this supercilious expression of attitude is by no means so 
antiquated as it seems. 

It was written about seventy-five years ago and repre- 
sented the view of bankers then and for a considerable 
later period. By poorer classes were meant mechanics, 
clerks, laborers and other wage workers. Kor them no 
banking facilities were supposed to be either desirable or 
necessary. 

Since then much has happened to change altogether the 
views of banking institutions. Now, as a greater contrast, 
the stage has been reached where once-scorned labor has 
independently become its own banker, having a chain of 
labor banks in many large cities throughout the United 
States. Only seven years old, the labor-bank movement 
musters thirty-four banks, with total deposits of $105,000,- 
002, and resources estimated at $122,000,000. Compared to 
the great total of resources held by old-line banks, these 
sums do not seem impressive. But the potentialities of a 
movement are not to be judged by conditions at its incep- 
tion. The noteworthy feature of labor banks is that they 
introduce new and hitherto powerless elements into the 
banking and business world. This being so, the vital, per- 
tinent question is what are their animating purposes and 
principles, and whether these signify an important transi- 
tion in our financial and industrial affairs. 


~ 


The Keynote 


Here a certain circular issued in 1919 by the Brother- 
hood of Locomotive Engineers to members of that organi- 
zation’s Advisory Board, has explanatory value. Announc- 
ing that the Brotherhood was projecting a bank with $1,- 
100,000 capital and surplus in Cleveland, Ohio, the circular 
avowed that “the creation of a mere capitalistic bank had 
little appeal to your Grand Officers.” The bank would be 
commercial in form but co-operative in its activities. “Its 
motive will be to build up the Brotherhood, to aid its mem- 
bers in every possible way, and to serve as a model to other 
organizations which are entering the field.” This declara- 
tion, in emphasizing the adoption of the service motive as 
distinct from the prevailing profit motive, was a claim 
worthy of note. 
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Further portions of the circular revealed the great change. 
in the spirit and aims of organized labor. From their foun- 
dation labor unions had concerned themselves exclusively 
with trades organization questions and activities. Now- 
they had reached the point where they recognized that they 
had economic power and were beginning to organize it. 
Although they did not themselves see the resemblance, this. 
action was somewhat of a parallel to labor organizing: 
trades power a century previously. With the hostile laws 
then confronting labor, organization was not easy, but it 
was gradually accomplished on a highly efficient basis. 

In the case of the Brotherhood of Locomotive Engineers. 
the transition to banking was not entirely abrupt. That body 
was already conducting its insurance and other fraternal 
adjuncts. Administered on strictly actuarial business lines 
these undertakings were so prosperous that the cash bank 
balance aggregated millions of dollars. From successful 
operation of insurance to instituting a bank was but a s.cp. 


The Method 


In other respects the circular illuminatingly evidenced: 
that the time had passed when labor did not see how the. 
operation of financial laws affected its own welfare and 
aspirations. “Banking and credit,” the circular explained 
“control the economic life not only of individuals but of: 
society. Credit controls society. It enables a man to pass 
from the wage-earning to the owning group. Every indi- 
vidual transaction is based upon credit. The man who can 
get credit has economic power.” 

By owning its own bank, the circular gave assurance, the 
Brotherhood could be its own custodian for its funds. These 
it could invest directly and thus obtain higher returns. The- 
bank could be of powerful aid to its 85,000 members and its 
887 divisions. In many of the smaller towns, these indi- 
vidual and Division deposits received no interest or a very 
small amount. The Brotherhood bank would act as investor: 
in high-grade securities. “It will,” the circular continued, 
“invest your insurance for your widow or children. It will’ 
watch over their welfare. It will furnish all kinds of in- 
formation and advice. It will give aid in the building of: 
homes. It will provide special investment funds for old! 
age or for the education of children.” 

Although these were the predominating motives in es- 
tablishing labor banks there was another influential rea- 
son. At its 1922 convention the American Federation of’ 
Labor touched upon the methods by which some existing- 
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banks were used as agencies to combat 
organized labor. The convention de- 
clared that “investigation had dis- 
closed the fact that in a number of 
cities banking institutions have used 
their banking facilities to compel em- 
ployers to assume an attitude toward 
trade unions which would weaken if 
not destroy the organizations of the 
wage-earners.” The declaration fur- 
ther stated that the plan thus used 
was that of threatening to cail in 
loans or to “freeze” credits unless 
industrial relations, policies and em- 
ployment conditions were settled as 
prescribed by manufacturers. 

To what extent the labor banks have 
been started as a defensive measure in industrial conflict is 
not clear. But even if that aim was considerable, it would 
not reach the proportions attending the origin of a number 
of our oldest banks. These were instituted purely as engines 
in partisan political warfare. In New York City, for instance, 
more than a century and a quarter ago, Alexander Hamil- 
ton’s Bank of New York was run wholly as an auxiliary to 
the Federalist Party. The directors loaned money to their 
party friends with gross partiality and refused loans to any 
merchant daring to help the opposite party. 








Joun L. Lewis 
President 
United Mine Workers 


A Possible Pitfall for Labor 


The first labor bank actually opened was that started on 
May 15, 1920, in Washington, D. C. This was the Mount 
Vernon Savings Bank, controlled by the International As- 
sociation of Machinists. Including the Brotherhood of Lo- 
comotive Engineers’ Bank at Cleveland, there were only a 
few labor banks. But the impetus toward the establishment 
of more was so strongly defined that at its 1922 convention 
the Executive Committee of the American Federation of 
Labor thought it wise to qualify indorsement with some 
salutary warnings. It approved of the establishment of 


banks by trade unions having large accumulations of funds. 
These unions might profitably invest their funds in their 


own banks. But, it was pointed out, not many trades 
unions were in‘a position to do this. Labor bank funds 
were also subject to withdrawal for use in defense of 
strikes or lockouts. Where this happened labor banks 
would certainly not be strengthened. The further 
likelihood that by operating banks labor unions might 
have to be incorporated, exposed the unions to a 
peculiar species of assault. The bringing of suits 
gainst them would be facilitated, and the seizure 

of their funds would be easy of accomplishment. 
Furthermore, in entering the business arena 
trades unions might be led into abandoning 

the unions’ primary purpose. In making these 
observations on labor banks the Executive 
Committee concluded by urging that “such 

ventures should be considered with caution 
and approached with extreme care.” 

The next year—in 1923—the Executive 
Committee additionally dealt with possi- 
ble dangers to labor banks. It declared 
that the converting by a trade union 
of all or even a major portion of its 
funds into fixed and permanent in- 
vestments might be unwise. Emer- 
gencies might arise in which those 
funds could not be _ liquidated 
quickly. A distinction was also 
drawn between banks run by 
one particular union and banks 
operated by a number of un- 
ions. Only a very few of the 
larger affiliated organiza- 
tions, said the Executive 
Committee, could enter in- 
to the banking business 
with any degree of safety. 

Inasmuch as most of 
the labor banks have 


. pitfalls. 


the most 
fascinating 
developments 
in the 
of company own- 
ership occurred in 
connection 
purchase of 
River Collieries Company 
of West Virginia and Ken- 
tucky by the Brotherhood of 
Locomotive Engineers. 
out purely as a labor enterprise, to 
be operated under labor ideals and 
principles, it was soon found by the 
new owners that they could not compete 
with near-by non-union mines. 
alive, therefore, the new union owners refused 
to pay union wages, thereby reverting to the 
same methods enforced by non-union mines. Thus, 
there obtained the amazing spectacle of a mine owned 
by a union refusing to pay union wages. 
to say, this episode has opened the eyes of labor to 
the difficulties involved in running business enterprises. 


been started since those pronounce- 
ments it is evident that they came 
into being with their founders having 
a clear knowledge of some possible 
Labor bank structure is that 
of group organization. This kind 
differs greatly from the old system of 
individual or coterie control. Labor 
unions as bodies own a majority of 
the stock and union officers control 
the bank’s policies. The natural 
direction of these policies is always 
to help labor in its industrial strug- 
gle. The course pursued by the 
Amalgamated Bank in New York 
City is one of a number of instances. 
This bank, owned by the Amalgamated 
Clothing Workers’ Union, recently came with $200,000 to 
the rescue of the New York Furriers’ Union, which, for 
four months had been fighting for a 44-hour week. 

In cases where various unions own the majority of labor 
bank stock, their officers have a joint control over policies. 
The United Labor Bank and Trust Co. of Indianapolis. 
owned and controlled by several labor unions, is an example. 

Labor banks do not necessarily restrict their boards of 
directors to labor representatives. The head officers of the 
Federation Bank and Trust Company of New York City, 
the second largest labor bank in the United States, are 
labor representatives. But the board of directors is a 
mixed one comprising union representatives and merchants, 
investment bankers, insurance men and other types well 
schooled in business. These cooperate with labor directors 
(who form the majority) and share their views. The stock 
of the Federation Bank and Trust Company is distributed 
among 126 unions. Each union is allowed to purchase up 
to 50 shares and each union member is permitted to buy 
up to 25 shares. 


WILLIAM GREEN 
President 
American Federation 
of Labor 


Available Only to Labor 


The prospect of any outsider securing a controlling voice 
in labor banks generally is highly remote. In applying 
for shares every purchaser has to make a written promise, 
that should he desire to part with his holdings, he will 
first offer them to the purchasing committee created 
by the board of directors, the price to be one deter- 
mined by bank value. No labor bank stock ever finds 
its way to the market. And in nearly every case a 
clause in the by-laws generally limits rate of divi- 
dends to 10%; two labor banks place the rate as 
low as 8%. Authorized dividends are shared with 
depositors. 

Save in two cases, all of the labor banks seem 
thus far to have prospered. One exception 
was the Producers’ and Consumers’ Bank in 

Philadelphia. The other was the Brother- 

hood Savings and Trust Company of Pitts- 
burgh which recently was reported closed 

by the State Banking Department and 
some of its officers arrested after dis- 
closures of serious losses in a bond deal. 

The Brotherhood of Locomotive Engi- 

neers disclaimed any connection, di- 

rect or indirect, with this bank. In 
its operation of its various banks 
in Cleveland, Philadelphia, Port- 
land, Ore., Tacoma, and jointly 
with three other railroad brother- 
hoods in Minneapolis, the Broth- 
erhood of Locomotive Engi- 
neers reports good results. 
On June 30, 1926, its Cleve- 
land bank had deposits of 
$23,790,000; its Philadel- 

va) phia bank $1,134,000; its 

Ae) Portland bank, $1,875,000, 
and its Tacoma bank 
$2,492,000. The Minne- 

apolis bank had de- 

posits of $2,089,000. 
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In all cases total resources were in excess of deposits. 

The Brotherhood of Locomotive Engineers is, so far as 
can be ascertained, the only union that has taken up busi- 
ness enterprises in addition to banks. Precisely what has 
been the outcome of ownership of the Coal River Collieries 
in West Virginia and Kentucky cannot possibly be learned. 
The only available facts are embodied in a protest made 
to the American Federation of Labor by the Kentucky 
Federation of Labor in 1924. This mine was bought at 
near war prices and its stock floated in the early days of 
labor banking. The protest stated that the stockholders 
were largely members of the Brotherhood of Locomotive 
Engineers. 

The Coal River Collieries Company had started by im- 
proving miners’ working and housing conditions and in- 
creasing wages. But it soon found competing nearby non- 
union mines underselling it, and it therefore refused to pay 
union wages. The protest charged that the Coal River 
Collieries were being run by the same methods that non- 
union operators 
in West Virginia 


the Brotherhood’s organ. Certain items, however, have 
been given which convey some approximation of the proj- 
ect’s magnitude. The enterprise was started in 1926. 
Among the features of Venice set forth are houses and 
office buildings costing $2,000,000; the Hotel Venice, re- 
cently constructed by the Brotherhood at a cost of $500,000; 
the Hotel San Marco, costing $300,000, to be operated by 
the Brotherhood; a one-million gallon storage reservoir with 
miles of water main; a sewage system; many miles of 
cement pavement; the Venice Country Club with golf 
course; three demonstration farms and other facilities and 
provision for a city of an expected 30,000 population. 
Obviously, the total expense has run into many millions 
of dollars. To promote this undertaking the Brotherhood 
of Locomotive Engineers’ Realty Corporation was created. 
It issued $1,300,000 of collateral bonds secured by first 
mortgages and land contracts and $10,000,000 of 7% pre- 
ferred stock. The bonds are guaranteed by the Brother- 
hood Investment Company. These bonds, it is stated, are 
the company’s 
only funded debt. 








were pursuing, 
and that miners 
were evicted from 
their homes. 

A heated con- 
troversy ensuing 
between John L. 
Lewis, president 
of the United 
Mine Workers, 
and Warren E. 
Stone, Grand 3 
Chief of the Loco- 
motive Engineers, 
disclosed the dan- 
ger labor  busi- 
ness activities in- 
curred by reason 
of conflicting 
aims of opposing 
groups. Stone de- 
clared that a 
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not operated 
wholly for the 








They have been 
accepted for pay- 
ment for land in 
Venice. A state- 
‘ment made in The 
Locomotive En- 
gineer recently 
announced that 
$2,000,000 of land 
at Venice had 
been sold to the 
public. 

Did the general 
slump in Florida 
i real estate affect 
the Venice proj- 
f ect? If so, to 
} what extent? 
i What, _further- 
i more, is the exact 
i financial status of 
‘ the Brotherhood’s 
participation in 
the Venice enter- 
prise? Nowhere 
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benefit ot miners, 

and that so long 

as the coal could not be sold at a profit, the owners would 
not pay the old wages. Lewis replied that the question of 
efficient operation and profit was a problem for solving by 
the corporation and not by the miners. Only an authori- 
tative statement by the Brotherhood of Locomotive 
Engineers as to the financial results of its coal mining 
enterprise could give enlightening information, and such a 
statement has not been obtainable. Apparently, there has 
been no disposition to have the facts made public. 

Of the insurance business conducted by the Brotherhood 
of Locomotive Engineers a definite statement was recently 
made by its general secretary. At the end of 1926 there 
was $7,000,000 liquid surplus which was growing at the 
yearly rate of $500,000. “Its total surplus,” the statement 
said, “could be converted into cash if need be within 24 
hours, since it is all invested in good bonds and good first 
mortgages with 50% margin.” The Brotherhood’s pension 
fund has accumulated a surplus of $3,000,000, notwith- 
standing payments of $85,000 a month to pensioned mem- 
bers. Its widows’ pension department, with an active mem- 
bership of more than 22,000, has 1,100 widows on the pen- 
sion roll, drawing a total of nearly $30,000 a month; and 
although this feature has been in existence only three years, 
there is an accumulated surplus of nearly $700,000. 

But of another of the Brotherhood’s enterprises no 
specific, comprehensive statement has been issued affording 
public knowledge of the aggregate sums expended or the 
financial outcome. This ambitious enterprise is at Venice, 
a west coast Florida resort, which has been described in 
the Brotherhood’s publicity matter as owned and developed 
by the Brotherhood of Locomotive Engineers. Glowing 
accounts of the extent and progress of this undertaking 
have been regularly published in The Locomotive Engineer, 
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in the Brother- 
hood’s organ are 
these questions dealt with. The only reference to Flor- 
ida conditions is repeated assurance that hurricanes which 
have been so disastrous to the Florida east coast have not 
much affected the west coast. 

Coincident with the Venice project there were some de- 
velopments in New York City. In 1923 the Brotherhood of 
Locomotive Engineers bought a substantial interest in the 
Empire Trust Company of New York. This interest it sold 
in 1926, and is said to have made a profit of about $500,000. 
The Brotherhood now holds only a nominal amount of 
Empire Trust stock. In May, 1925, the Brotherhood bought 
nearly one-half of the common stock of the Equitable Build- 
ing Company in New York City, for about $2,500,000. In 
May, 1926, it sold this stock back to the Empire Trust 
Company, and is said to have made a cash profit of nearly 
$1,000,000. The Brotherhood does not now own any shares 
in the Equitable Building. These, at least, are the facts 
stated to me by a person prominent in both transactions. 

On August 4, 1926, the Brotherhood sold its New York 
City bank, the Brotherhood of Locomotive Engineers Co- 
operative Trust Company, to a financial group which re- 
named it the Terminal Trust Company. This bank, on 
June 30, 1926, had a capital of $700,000; surplus of $250,- 
000; undivided profits of $19,255; deposits of $5,314,000; 
and total resources of $6,894,000. 

Whether these sales had any connection, direct or in- 
direct with the Venice project I do not pretend to say. No 
reasons have been given in any interested quarter for the 
sales; in fact, early in 1926 when there were rumors of 
the Brotherhood’s sale of Empire Trust Company stock, the 
rumors were denied in the financial district. 

Thus far, the progress of labor banks in general has been 

(Please turn to page 570) 
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How American Investors Are 


Affected By Canadian Inheritance Taxes 


Canadian Tax Collectors Can 
Reach American Investors! 








By C. F. HAYES, Jr. 
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6¢°F°HE man .. . who dies leaving only his wife and $100,000 can 
* rest assured that (in the absence of poor management of 
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funds) she will not exactly starve—even if a thousand or two are 


lopped off the net estate in the form of inheritance taxes. 


But, . 


the man who dies leaving his $100,000 to his wife knowing full well 
that she must complete the bringing up of their two children—and 


you have a different story! 


ORE than one U. S. security 
holder today is being slowly but 
surely led into certain acquaint- 

anceships that heretofore have been 
largely outside of his circle. He is, 
for instance, beginning to find himself 
really introduced to securities of other 
countries. It is.a foregone conclusion, 
too, that in the future he will be asked 
to buy far more of their stocks and 
bonds. For the person who is inter- 
ested in the matter of minimizing es- 
tate shrinkage, this means that the 
time has come when more consideration 
must be given to just how certain for- 
eign securities are likely to stand in 
the case of settling up an estate. 

The writer has already discussed in 
THE MAGAZINE OF WALL STREET on 
several occasions the matter of U. S. 
inheritance taxes. We must not, how- 
ever, come to believe that we are the 
only people to have such a disease 
among us. Canada, for example, is the 
nearest foreign country in whom we 
are financially interested to a large 
extent. Throughout all of the Cana- 
dian provinces, this inheritance tax 
germ is found. 


Many Canadian Securities 


For some time, a number of Cana- 
dian securities have been in our mar- 
ket. Our New York Stock and Curb 
Exchanges will alone bear witness to 
the fact. Such stocks, for instance, as 
Canadian Pacific, Abitibi, Canada 
Southern, Christie Brown and Dome 
Mines are far from unknown among 
U. S. security holders. Then, of course, 
there are a number of Canadian city 
and provincial issues that are at least 
equally as well known and possibly 
considered even greater favorites for 
investment by many people scattered 
throughout the United States. 

Now in all probability the estate of 
the average business man in the past 
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has been bothered but little (if really 
at all) by the succession duties (in- 
heritance taxes) existing under the 
various Acts of Canadian provinces. 
But the same may not hold true in the 
case of the estate of more than one 
business man which will be probated in 
the future, in view of the much greater 
diversification that now seems to be 
taking place in the investment of funds. 

Among the provinces of Canada, this 
sort of a tax has been known for quite 
some time. New Brunswick, for in- 
stance, passed a succession duties act 
back in 1892, while Nova Scotia, Que- 
bee and Ontario also apparently en- 
acted similar legislation about that 
time. The newer provinces naturally 
were somewhat later in their action 
along such lines but they seem to have 
caught the disease in due course. But 
—can any province of Canada reach 
over the international boundary line 
and declare such a tax upon the prop- 
erty of a U. S. investor? Why not, 
providing it can discover from whom 
it is due and (above all) enforce pay- 
ment? If it cannot do these two things, 
of course, it is in about the same boat 
as a state in this country that seeks 
to trace and tax a bearer (coupon) 
bond! 

Yet in the opinion of your writer, at 
least, the provinces of Canada seem to 
have so far guided their laws in this 
respect more ably than have a number 
of our own states. For they appear to 
be very much in accordance with the 
English rule, which considers the fair 
test in the case of such as stocks and 
bonds to be merely a question of where 
a legal transfer of ownership can fully 
be made. This, naturally, brings the 
U. S. investor at once to the important 
query, “Where can my Canadian se- 
curity be transferred if I die?” Not 
where to, for he knows (or ought to) 
who is to be the beneficiary of his prop- 
erty. But rather where, at what place, 


If he is conscientious, he will try to 
assure her of every possible penny. ”’ 





can the transfer be legally, fully com- 
pleted? 

When we scan some of the various 
forms used by the Canadian provinces 
in connection with the determination 
of whether or not any inheritance tax 
is to be paid, we are at once impressed 
with the importance that is placed by 
them upon the matter of just where the 
head office of a company is located. 
Apparently, this matter of the location 
of the head office of the company gen- 
erally settles the question of what prov- 
ince is concerned. But such determina- 
tion, of course, does not necessarily 
settle the matter of whether or not the 
province considers the security subject 
to a tax. Can anyone—any place—out- 
side of that province execute a proper 
transfer of the particular security 
which will not subsequently require 
something else to be done somewhere 
within the province before the new 
owner can claim a completed title? 
Other places are growing more numer- 
ous when it comes to the matter of 
transfer agencies, and they may be lo- 
cated either in Canada or the U. S. 


Canadian Municipals Taxable 


Ontario puts the matter down in 
black and white. It says that “no duty 
shall be leviable—on any bond, deben- 
ture, or debenture stock issued by a 
corporation having its head office in 
Ontario, transferable on a register at 
any place out of Ontario and which is 
owned by a person not domiciled at the 
time of his death in Ontario.” And 
Ontario, by the way, is growing by 
leaps and bounds in its number of prom- 
inent corporations. 

Contrary to the belief of many peo- 
ple, city and provincial bonds of Can- 
ada may be taxable. Private business 
corporations have not exactly a com- 
plete monopoly in this respect. For 

(Please turn to page 574) 
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Security Forecast For 1927 
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The Puzzling Future of Bonds 


Contrast Between Nearby and Long-Range Future Posi- 


tion of Speculative Issues—Policy for Investors to Follow 


By J. WILSON THORNE 


Y the end of 1926, the bond market had 
reached the highest levels in fifteen years. 
Not only had a recovery been effected from 
post-war depression in which these issues, in 
common with stocks, had been plunged but, 
owing to favorable money conditions they 
showed a distinct tendency to exceed even the 
highest prices of fifteen years ago. 

There are two major reasons for the tremendous 
absorption of bonds during the past few years. New 
capital has been created, judged by savings bank 
figures, at an increasing rate of 10% per annum since 
1921. Part of this increase has been invested directly 
in new plant, improvements and sundries, and part 
indirectly in such extensions through investments in 
securities, proceeds of which have been employed to 
finance these undertakings. 

Including foreign securities floated in this country, 
total amount of new financing, exclusive of refunding 
operations, has not been less than 4.5 billions per year 
especially in 1925 and 1926. That this tremendous total 
has been absorbed not only without effect on older 
issues outstanding but actually as an accompaniment to 
a rising scale of bond prices, is evidence of the im- 
mense investment buying power of the nation. It ac- 
counts naturally for the ease with which new issues 
have been floated and the generally sound basis of the 
investment security markets. 


A Turning Point? 


We have now, however, reached a point where the 
question occurs as to the future ability of the nation’s 
investors to absorb new capital issues at the prevailing 
rate. It has been the tendency recently, even among 
acute observers, to claim that banking accommodation 
had not been in demand 


ing more rapidly of late, of what may be called 
“frozen” credits. This includes not only the excessive 
credits involved in financing the crops, which is 


_ acknowledged by competent observers to be the situa- 


tion today but a more subtle type of “frozen” paper 
which springs from the sale of securities where the prin- 
cipal purpose is to assume the basic banking function 
of financing current business needs. Only, in this case, 
the normal short-term financing which would ordinarily 
be accommodated through regular banking channels is 
substituted by allowing the public to assume the debt 
on a long-term basis. In other words, there is a very 
considerable mortgaging of the future going on now 
in ostensible security financing claimed to be for other 
purposes. 


A Possibility 


As long as business continues to increase, the ulti- 
mate failure of these debts to be paid may be post- 
poned, though, be it noted, the banking situation is 
already commencing to suffer from this extension of 
banking practice to the general public. However, it is 
probable that the final reckoning can be staved off, by 
juggling of one kind or another, for a number of years, 
provided there is no serious business relapse. Still, 
it is inconceivable that business will continue to in- 
crease each year. Within at least the next year or 
two, we must prepare for a major reaction. In that 
case, the position of a number of the newer issues, part 
of the proceeds of which were used to finance the carry- 
ing of inventories that will not then be easily disposed 
of, will indeed become precarious. 

The decline in business at that time will produce a 
shrinkage in the increase of new capital growth and 
will seriously influence the trend of new financing. It 

will influence it to the 








in proportion to the 
country’s increase in 
business, that, in other 
words, private enter- 
prises were in a superi- 
or position to finance 
in part their normal 
requirements. Un- 
doubtedly, this is truer 
than a few years ago. 
As pointed out, there 
has been a_ steady, 
yearly accumulation of 
wealth. From the in- 
dividual viewpoint, this 
means that the average 
business enterprise is 
in improved position 
financially. 

Yet, there are cer- 
tain qualifications that 
must be made. In the 
first place, there is a 
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extent, first, of curtail- 
ing materially the num- 
ber of issues that can 
be successfully floated 
= owing to the impaired 
ability of the public to 
participate in such of- 
ferings, and second, of 
making it impossible to 
float these issues except 
at a comparatively high 
rate of interest, even 
though very sound 
bonds continue to be 
sold at a low income 
yield. 

The upshot of this is 
that the newer issues 
which have been floated 
in the past year or two 
must be rigorously ex- 
amined for possibilities 
of future weakness. 
Though they may ap- 
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Bonds for Income Primarily 


Times 
Interest 
Prior Earned Current Yield 
Liens on all Call In- to 
GOVERNMENT ISSUES (Millions) debt Price Price come Maturity 
Argentine 6s, Ba eis eee 100 9814 6,09 
Dominican Rep. 5s, es 6.4 Givi 101G 9944 fe 5.54 
Haiti 6s, 1952 - rae ake 100G 99% 6.04 
Chile, ext. 8s (due at 105), 1941... i sie sg +s 110A 108% 7.25 


RAILROAD ISSUES 


Baltimore & Ohio, Ref. 5s, 1995... 
Erie & Jersey, Ist 6s, 1955 
Genesee Riv., Ist 6s, 1957 Pe hee 
Great Northern, Gen. 7s, -oee(b).. 189.8 
Kan, City Sou, Ref, & Imp. 5s, ’50. .. $80.0 
Minn., St. P. & Sault 6%s, 1931... -. 74.6 
M-K-T, P. L. 5s, 1962 CL) ee 
Missouri Pac,, Ist & Ref, 68 1949.(a).. 126.3 
N. Y., 0. & W., Ref. 4s, 1992 ; : 
Ogdensburg & Lake Champlain Ist 4s, 1948 
Rutland, 1st 4%s, 1941 e 
San Antonio & Aransas Pass, 

Ist 4s, 1943 
Western Pacific, Ist 5s, 


PUBLIC UTILITIES 
Am. W. W. & Elec. Coll, 5s, 1984..(b).. 
Commonwealth Power, 6s, 1947....(b).. 
Hudson & Manhattan, Ref, 5s, 1957 (b).. 
Kansas Gas & El. Ist 6s, 1952 ia.» 





pear sound today, it is likely that 
future developments will prove 
them to be far less secure than 
present appearances would indi- 
cate. 
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Older Bonds 


The position of the older issues, 
including those newer ones floated 
purely for refunding purposes, is 
quite different. The more worthy 
of these issues have for years been 
leaving the market in large quanti- 
ties, resting finally in investors’ 
strongboxes. They represent com- 
panies which have shown ability to 
weather adverse conditions. They 
have shown over a period of years 
and in varying conditions a re- 
spectable margin of earnings over 
interest. Their companies have 
piled up large surpluses to tide 
them over periods of lean earnings. 
By their market action over a peri- 
od of years, these bonds have shown 
themselves to be relatively immune 
to changes in earnings, but suscep- 
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tible mainiy to varying money 
rates. These high-grade issues 
have reached an unquestioned and 
unquestionable position. At pres- 
ent, their yield is slightly less than 
5% on average. During the im- 
mediate future, they appear likely 
to sag off a bit owing to the likeli- 
hood of firm money rates. Their 
long-range future, however, re- 
mains unclouded. Eventually, we 
shall have money rates at 3%% 


Laclede Gas, CO. & R. 5%s, 1953...(b).. 
New York Dock, Ist 4s, 1951 (a).. 
New York Edison, Ist 6%s, 1941..(a).. 
Ohio Pub. Ser., Ist & Ref, 7s, ’47..(b).. 
United Fuel Gas, Ist 6s, (a).. 
Western Union, 6%s, 1936 (C3 ee 


INDUSTRIALS 
Am, Smelting & Ref., 6s, 1947.... 
Anaconda, Ist 6s, 1953 (a 
Bethlehem Steel, P. M. 5s, 1936.... 
Central Steel, Ist 8s, 
Goodrich, B. F., Co., 
1947 


Int. Paper, Ist 5s, 1947 : 


Sinclair Pipe Line, S. F. 5s, 1942..(a).. 
So. Porto Rico, Ist Coll. 7s, 1941..(a).. 
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U. 8, Rubber, Ist 5s, 1947 (b).. 2.6 105T 95 


and less when the business of the 
country falls off. Investors will 
desire security of principal in pref- 
erence to high income. They will 
naturally turn to issues of the type 
now described. Hence, we have the 
anomalous condition that wherein 
high-grade bonds are for present: 
purposes unattractive for income, 
from a _ longer-range viewpoint, 
they are still attractive, and 
though medium-grade and specula- 
tive bonds from the more imme- 
diate viewpoint appear attractive, 
they appear less so regarded from 
a broader standpoint. 


Bonds for Appreciation of Principal Primarily 


RAILROADS 

Chicago Gt. Western, Ist 4s, 1959. 
Central New England, Ist 4s, 1961. 
Erie, Gen, Lien 48, 1996.......... 
Int, Gt, Northern, Ist 6s, 1952.... 
Mo. Pacific, Gen. 4s, 

Rock Is., Ark. & La. Ist 4%s, ’34..(b) 
New Haven Deb. 6s, 1940 (b 
Western Md., lst 4s, 


PUBLIC UTILITIES 
Brooklyn-Manhattan Tr., 6s, 1968... 
Indiana Nat, Gas, Ref. 5s, 1936.... 
Manhattan Ry., Cons. 4s, 1990.... 
Market St. Ry. Ist 7s, 1940 
= Tramways, Gen. & Ref. 5s, 
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55 Si 
N. Y¥. & Richmond Gas, Ist 6s, 1951.(b).. 


INDUSTRIALS 
Webster Mills, 6%s, 1933 
Col. Industrial Ist Gtd. 5s, 1934... 
Consolidation, Coal Ist & Ref, 5s, 
1950 


Foreign Issues 
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During the coming year, prob- 
ably 1.3 billions of foreign issues 
will. be floated in this country. 
Their rather irregular market 
record during the past few years 
has not prevented an increasing 
demand by American investors who 
desire the average high yield ob- 
tainable on these issues. The in- 
ternational situation is still in- 
volved, however, with so many pos- 
sibilities for dispute and conflict 
that it is difficult to see wherein 
the average foreign bond can 
escape being placed in the specula- 

(Please turn to page 572) 
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DEBENTURES 
Am. Chain, 8S. F. Deb. 6s. 1938...(a)..  .... ; 105 
Am. Type Founders, Deb. 6s. 1940.. ... Raves iatars 105 
Liggett & Myers. Deb. 7s, 1944.... pn rt \ = 
Sun Oil, Deb. 5%s, 1939 ay . : 105 


SHORT TERMS 


Central of Georgia Ry., 5 
June 1, 1929 ae ; git 102T cues 5.03 


Gen. Petroleum 6%, April 15, °28.. i 5.18 1017 % .... €2 
Sloss-Sheffield P. M. 6s, Aug. 1, '29.... 1. 4.55 105 108% |... Ss 4.98 


Note—All bonds in $1,000 denominations, except (a) lowest denomination $500, (b) $100. 
Earnings are on five-year basis unless shorter basis is only one available: Where bonds 
are assumed, earnings of guarantor company are given. 

Y—Recent earnings about $2.16. A—Callable as a whole only, T—Callable at gradually 
lower prices. G—Not callable until 1930 or later. 
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ocks: 


Special Technical Conditions Likely to Produce Unex- 
pected Results—Pointers for Investors in Preferred Stocks 


By H. T. FINDLAY 





ROM the preceding page, the investor has 
‘| gained a picture of the bond market and the 
conditions under which it is likely to operate 
during the next year or so. Broadly speaking, 
preferred stocks will tend to duplicate the 
record of the bond market in coming months. 
There are, however, certain special con- 
siderations applicable only to preferred stocks so that 
the above generalization is likely to be without real 
value unless the investor takes heed of the exceptions. 
In a sense, when it comes to preferred stocks, the rule 
is likely to be outweighed by the exceptions. 











A Special Factor 


The final factor in making security prices is the 
character of the ownership of these securities. Where 
they are widely held, they are naturally more suscepti- 
‘ble to general conditions than where they are closely 
held. The theory of this is that relatively inactive 
issues, such as are indeed the preferred stock group, 
are generally held by that limited class of investors 
who are thoroughly experienced in investment matters 
and who generally pretty well understand the character 
of the securities they are buying and the reasons why 
they are buying them. 

Such types of investors are far less inclined to act 
impulsively than either the general public investing or 
speculating in common stocks or the almost equally 
large number who invest in bonds or, for that matter, 
those who invest in both bonds and common stocks, to the 
exclusion of other types of issues. Hence, preferred stocks 
must be studied in relation to specific factors governing 
these issues rather than with reference to the common 
factors influencing the field of investments, as a whole. 
Preferred stocks are thus in a class by themselves. 

The first striking dif- 


earnings; and that they have not the advantage of 
bonds, which though equally fixed as to income, are, 
nevertheless, more secure since they are closer to the 
property. Hence, preferred stocks have become a sort of 
no-man’s land for investors in which, as a rule, none 
but the hardiest and most experienced of investors have 
dared to venture. 


The New Preferred Stocks 


Lacking the popularity of either bonds or common 
stocks, it naturally has become more difficult to issue 
new preferred stock issues with the result that the 
floating supply has diminished perceptibly as contrasted 
with either of the two principal groups. The great 
part of available preferred stocks, of quality, therefore, 
have found a permanent resting place with that part 
of the public which is familiar with their character and 
value. This fact is one of their strongest assets since 
issues so closely held are not likely to come out on the 
market in sufficient quantity, during a general reces- 
sion, to result in a marked decline in their price. Of 
course, reference here is made only to the sound issues 
among preferred stocks. 

As a class, the writer prefers the older and more 
secure preferred stocks to many of the new bonds—par- 
ticularly foreigns and the issues of untried companies 
as those in a weak financial position—which are being 
issued these days and which in reality are nothing more 
than disguised speculations on the ability of the issuer 
to pay. There are scores of preferred stock issues 
listed and unlisted which are entirely secure as to prin- 
cipal and whose dividends have been covered, even in 
periods of comparative depression, many times over. 
Preferred stocks of this type are in the same position 
practically as the older bonds of the~.well-entrenched 

companies. 





ference between pre- 
ferred stocks and 
either bonds or common 
stocks is that the total 
outstanding amount of 
the former issues is re- 
latively far less than in 
the case of the latter 
two. It is a limited 
field, patronized for the 
most part by a select 
clientele. The reason 
for this is probably 
that in the public con- 
ception, preferred 
stocks which are lim- 
ited as to income, ex- 
cept in the case of con- 
vertible issues and the 
like, have not the ad- 
vantage of common 
stocks which may 
share in increasing 


INDUSTRIAL PREFERRED 


The position of many 
preferred stocks, of 
older vintage, has been 
greatly strengthened 
by the piling up of sur- 
plus earnings. This 
contributes to the feel- 
ing among competent 
observers that such 
types of issues will 
stand up well during 
the next recessionary 
period in business. 


More Speculative 
Issues 

20 HIGH GRADE 

Middle-grade and 
speculative preferred 
issues are approximate- 
ly in the same position 
as middle-grade and 
speculative bonds, with 
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this one great differ- 
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ence that owing to the closely P f d S 

held nature of these issues, C k G id 
they are likely to have far r c et. r £ OC ul e+ 
more extreme fluctuations in 
either direction than bonds of 
comparative quality. Hence, 


the possibility of profit—or represented. 


loss—is greater than in the 
case of bonds of similar grade. For Income 


As explained in the previous HIGH GRADE: INVESTMENTS 


articles, middle-grade and soi as P 
speculative bonds are more ein “anu ae ia 
likely to follow the course of RAILROADS $per Share 5-Yr. Av’r’ge High low i 


q sndivi Baltimore & Ohio 4 (N) 6.0 67 47 
earnings of the individual (file> & Northwestern........ 7 GN) Shia 125 95 
companies than the money Chesapeake & Ohio Conv........ 6,5 (C) F180 F96 
rate trend. This, of course, is ¥., Chicago & St. Louis.... ¢ #98 86 


Lo 
Golo do & Southern 1 
equally true of second-grade sa eseraent a ” sd 
preferred stocks. Since the ane tik: ts Sia 


outlook is that a some North, Amerioan 

time next year will start on ilade’ ompany .... 

the downgrade, it follows that en 

the position of the more specu- ee 

lative preferred stock . 2a eee * ee. -..- 
p S, esp American Steel Foundries 


cially those representing in- Associated Dry Goods Ist 
Baldwin Locomotive ...... 


dustries affected by extreme Brown Shoe ....... 
competition, may become some- ae ee 
what weakened, sufficient to General Motors... 


lower their price by a number Studebaker Corp, 


of points. 

Since not all industries are For Income and Profit 
affected equally by changes in 
economic conditions, it follows RAILROADS SOUND INVESTMENTS 
too that a forecast of the posi- olorado & Southern 2nd 
tion of second-grade and third- Kansas City Southern.......... 
grade preferred stocks de- 3¢° psrisben Pinusisco 
pends, first, on the financial Bangor & Aroostook 
and earnings position of its PUBLIC UTILITIES 


company and, second, on the ee =... 
s rooklyn-Man. an ans) ee 
general outlook for the indus- Federal Light & Traction...... 
try it represents. It is folly, Kanes ag Pr. & Lt, 3s 
udson annattan . . nv 
therefore, to make a general West Penn Electric 
statement that would cover the Standard Gas & Elec. 
prospect for the entire group INDUSTRIALS 
of those preferreds not in the Allis-Chalmers 
gilt-edge class, which latter, as poneng Sager gs 
we have shown, are likely to be Bush Terminal Buildings 
; Commercial Credit Ist 
influenced mainly by the trend Goivn American camae 
of money rather than the  Genl. American Tank Car 
i +3 . Gimbel Brothers 
earnings position of their com- Goodrich (B, F.) Go. 
panies. The forecast then must Reid Ice Cream 
j ; U. S. Cast Iron Pipe 
be reduced to consideration of U. 8. Industrial Alcohol 


specific groups. 


Specific Groups INDUSTRIALS 
Bush Terminal Debentures 
Pre-eminent in the field are Senay fees. Gigur 
the preferred stocks of the International Paper 
rails and public utilities which, Orpheum a tar. 
in many cases, are not only Pure oil ere 
now attractive as to income Secmaiee Sencarier bed. 
but are not likely to suffer Universal Pictures 1st 


proportionately in the event ial my res — 
cago, OC. sian ac. .. 
the general market takes | & Gall Mobile & Northern 
down turn. Both industries Wabash “A” 
are thoroughly stabilized oe SPECUL ATIVE 
it would take far more of a RAILROADS 
recession than is likely to ma- western Pacific F0.9 105 
terialize to affect the a INDUSTRIALS 
of these companies sufficiently 54.44 national Pictures Ist . 4.7 115 N10 ~—-N100 99 + 
to involve the dividends on Goodyear Tire & Rubber - 17 8110 H114 338 po Z 
their preferred stocks. Willys-Overland ses 110 123 23 91 7 
come the 

—_— oe pea d r * Cumulative to extent of 2 yrs. divs. Cumulative up to 5%. + Participate in excess earnings 
second- and third-grade pre-  joia $1.44 extra in March. F—Four years. H—Three years. T—Two years. S—For sinking fund. 
(Please turn to page 568) N—Price range 1926, O—Price range 1925. § 1921-1925, 











These stocks are selected as offering the best opportunities in their respective classes 
taking into consideration assets, earnings and financial condition of the companies 
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Lame Ducks On Upgrade 


How the Carriers Will Shape Up as Indi- 


cated in the Various Sections of the Country 











By ALFRED C. LAYTON 





HE year 1926 was the culmination of five years 
of ascending prosperity for the rails. True, 
towards the end of the past year some reces- 
sion was noted, but it was slight and incon- 
sequential. Nevertheless the distribution of 
this prosperity was not uniform. On the 
property investment of the rails, 1926 indi- 

cated earnings appear to have been 5.04% for the New 
England region, 5.56% for the Great Lakes, 5.34% for 
Central Eastern and fully 9.04% for Pocahontas (pri- 
marily bituminous coal). For the Eastern district as 
a whole, comprising these four regions, the return on 
property investment was therefore 5.74%, but would 
have fallen below this if not for the temporary show- 
ing of the Pocahontas carriers. 

The Southern district had an almost comparable 
return, 5.76%. But the Northwestern region, though 
better than before, remained the weak spot of the rails 
and earned but 4.10%. 

The Central Western carriers were more prosperous, 
running to 4.88%, but the Southwesterns were affected 
by the long lean years of the district and worked up 
to but 4.63%. The Western district, comprising these 
three regious, therefore showed earnings of only 4.57%. 

For the United States, as a whole, the property in- 
vestment return was 5.25%. This property investment, 
taken as a basis, is that shown on their books by the 
carriers. If higher valuations, as claimed, are sus- 
tained, then the allowed return of 5.75% before excess 
earning in the rails, is as yet far away, except for the 
Pocahontas region carriers. Hence there can be no 
doubt that but for a handful of rails there is still 
scope for improvement in earnings available to the 
stockholders. 

It does not follow, however, that regional prosperity 
will be distributed similarly in 1927 as in 1926. It is 
this differing prosperity which should focus the at- 
tention of investors. Shifts in industrial and agri- 
cultural prosperity will change the earnings picture 
considerably. 

NEW ENGLAND: The New England region lost a 
great deal of coal freight carried ordinarily in the 
January-February period. This lost freight will be 
made up in 1927. There appears to be good evidence 
that textile operations will be larger than in 1926. A 
considerable advance in New England carrier earnings 
is forecast, unless heavy industries, such as at Bridge- 
port, show a slump. in the latter part of the year. All 
in all, indications favor larger earnings for the New 
England rails. 

CENTRAL EASTERN: The greatest 
volume of industrial traffic centers on the 
rail systems in this district. Hence these 
carriers are unduly sensitive to any signs 
of industrial recession. There does not ap- 


duction in net operating income, as also of gross. 

GREAT LAKES: This group of carriers are af- 
fected quite similarly to the Central Eastern. Any 
recession in the steel trade will affect them more 
directly than others. On the whole there is no war- 
rant for believing that they will, as a group, quite 
equal the 1926 showing. 

POCAHONTAS: Among the soft coal carriers rep-' 
resentative of this group are Chesapeake & Ohio and 
Norfolk & Western. Despite the union coal troubles 
likely to eventuate in 1927, the bituminous carriers 
are in no such strategic position as in 1926. It seems 
more than likely that the rate of return on property 
investment will go from 9% to 7.5%, or even less. 
To the extent that Pocahontas loses, Central Eastern 
and Great Lakes carriers will compensate for their 
other losses in traffic. 

SOUTHERN: Both the decline in the Florida boom 
demand, and somewhat depressed buying power due to 
the low price of cotton, will adversely affect Southern 
carriers for at least the first part of the year as com- 
pared to their 1926 showing. The large warehoused 
crop to be moved in 1927, as also textiles, will do much 
to offset these losses, but a decline should be noted. 

NORTHWESTERN: Although the Northwestern 
carriers still show the lowest return in the country on 
their property investment, they showed marked gains 
in 1926 over 1925 and there is reason to believe that 
in 1927 they will do still better. The hesitant attitude 
on rate increases assumed by the Interstate Commerce 
Commission must rest upon this belief in an upward 
level of earnings. Such roads as Great Northern 
would benefit notably. 

SOUTHWESTERN: Two 1926 factors will be re- 
versed in 1927—one the short cotton crop in Texas 
inherited from 1925, and latterly the delay in the 
exploitation of West Texas for oil. In the latter part 
of 1926 prosperity made its belated appearance in the 
area and continued into 1927. The large cotton crop 
in Texas and the expected West Texas oil-field ex- 
ploitation will benefit not only Southwestern carriers 
but such Central Western roads as Atchison and 
Southern Pacific. Missouri Pacific is outstanding in 
this group as the three Loree Roads will be when 
the expected merger is effected. 

CENTRAL WESTERN: This group comprising the 
large transcontinentals ought to show the least devia- 
tion from 1926. While individual: strength should con- 
tinue in Atchison and Southern Pacific, as well as for- 
ward development in Rock Island, the traffic situation 

itself should disclose no variations. 

While the indications for rail prosperity 
in 1927 are not quite so well marked as in 
1926, the recession will really be quite small. 
Such rail common stocks as enjoy an in- 





pear any possibility of increased freight 
from these industrial sources. Hence indi- 
cations favor a somewhat smaller gross 
revenue. As operating efficiency is at its 
height in the leading roads in this region, 
the prospect, generally, is for a small re- 


vestment status will have a scarcity value 
as good common stocks when market trends 
are reactionary. Among them market op- 
portunities remain, especially with several 
important mergers, due to be consummated 
in 1927. 
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How Twenty of the Leading Rails Compare 
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Times 
Operat- Fixed 
ing Charges 
Ratio’ Earned 
1925 1926 -- 
Road % (est.) 1925 


= 
1926 (est.) 


Earned per Share 
ommon 
— <2 


Recent Regular 
Price Dividend 


Ran 


Wf 


Yield 


%e MARKET OUTLOOK 








Atchison, Topeka and 


Séttta Ve......... QO 53 $17.17 


$20.25 166 


$7 .00* 


Stock requires some spur such as an in- 
creased dividend or rights to enable it to sur- 
4 2 pass considerably its 1926 high. Earnings 
*~ exceed legal maximum by $2. Still attractive. 





Baltimore & Ohio.... 75.4 1.9 12.14 


14.25 107 





Central R. R. of New 


| 19 13.10 


20.00 288 8.00 


Stock on an improving basis, with strategic 
Jersey, always in the background. Still en- 
joys market possibilities. 
~~ Road awaits disposition by I. C. C. Liquida- 
tion or distribution value estimated 450 to 
2 7 600. Sells independently of yield, but could 
““ pay larger dividend. Attractive. 


z ition in Reading and Central of New 
6.00* 5.6 Jerse; 





Chicago & Eastern 
Smet, Pi... ss. iz 


2.35 4 





Chicago & North- 


western 


2.0 6.34 


8.00 4.00 


Recent recovery of Illinois bituminous coal 
fields marks new earning power of preferred 
stock. New management highly efficient 
and should trim down operating ratio. A 
really interesting speculation that should 
work out in 1927. 
While regional situation is not exceptional, 
moderately good earning power should be 
Sd maintained, Stock is not attractive as com- 
i pared to many others in this list. 








Chicago, Rock Island 


__and Pacific. ...... 1.9 4.54 


975 


Road making exceptional earnings advance. 
On 1926 showing should return a good in- 
come, Has not shown its real market stride. 





Erie, Ist. Pfd 14.05A 


“Recent upswing in stock due to obvious 
passing of administrative control to Van 
Sweringen group. Nevertheless, uncertainty 
as to exact position of merger makes stock 
speculative. On earnings basis it is cheap. 





Great Northern, Pfd.. 8.61B 





Illinois Central 


12.83 








Missouri Pacific 


4.90 


Hope for an increased dividend on this 
Northwestern carrier marks turn in the tide. 
6.1 Relations with Burlington and Northern 
Pacific strategic. Electrification possibilities. 
Yield attractive and may be increased. 


Road showing static earning power, but 
- occasional rights added to dividends have 
5.7 made security attractive on yield basis. A 
gocd investment, likely to resist recessions. 
The best speculative play in rails, with 
more room for gains than the preferred. Sub- 
sidiaries in Southwest and transcontinental 
connections give road much promise. 





New York Central... 





New York, Chicago & 
St. Louis 


Company has recently taken steps toward 

5 0 full absorption of larger subsidiaries. Pres- 

. ent earning power seems at high point. Has 

little promise of large gains in this market. 

Company is heart of Van Sweringen merger. 

Asset value in excess of present quotations. 

5 9 Attractive as to yield. Irrespective of mer- 
TE ger, possibilities marketwise remain. 





New York, New 
Haven & Hartford 





Pennsylvania 


Road continues its comeback, though not at 
the expected rate of gain. Elimination of 
useless spurs and better terminal handling 
great help, as also growth of suburban New 
York and Boston. Continued increasing earn- 
ing power should cause advance in stock. 





Recent dividend increase marks improve- 

6 1 ment over 1925 coal situation. Improvement 

. in operating ratio possible due to mechanical 
initiative. A premier investment. 





Road has important Central of New Jersey 
holdings which will some day be a direct 

4 4 source of profit to shareholders. Recent 
-“ New England connections fortifies relations 
with N. Y. Central and Baltimore & Ohio, 
Quotation has much room for improvement. 





Recent increase in authorized stock marks 
confidence in future. Nevertheless, unless 
5 7s Government accepts high valuation, earnings 
. gains are not likely to accrue to sharehold- 
ers. Stock in good position, but seems to 

have scored its large advance. 





Union Pacific 





Stock continues underrated by average in- 

6 > vestor. Nine-tenths of fixed charges met by 

*~ income from investments. Good yield and 
some market possibilities. ‘ 








Delaware & Hudson. 





Southern Pacific 


Aside from ever present coal segregation 

5 2 possibilities, stock is selling in line with 
-© earnings and dividends. Uncertain position 
with reference to merger and expansion 
___ plans should make market action hesitant. 





Road continues to show steady earnings 
gain of solid character. Dividend increase 
5 5 may be warranted. Large segregation po- 
° tentialities and Mexican development still 
in offing. Stock moderately attractive for 





Wabash “A” aA 25 Ths 


11.70 76 ~—-5.00 








* Extra dividend also paid. A—Earnings on Ist Pfd. 
earnings. E—Not deducting for excess earnings, 


1927 commitment. 


Stock on the bargain counter, Earning 
power now fully established and should per- 
6.5 mit steady accession of dividend possibili- 
ties as ‘A’ stock has participating features. 
Combination of good yield, high earning 
_Power and future possibilities is exceptional. 








B—Pfd. stock actually only capital stock. C—Does not include entire subsidiaries 
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“f No Fireworks in Utilities 


Public Utilities on Secure Basis—Fluctuations Not 
Likely to Be Marked—Growth of Investment Confidence 


By JOHN POMROY 





FTER having achieved noteworthy gains in 
1925, the public utilities were market favor- 
ites until March, 1926, when their decline, 
especially among those that had been ad- 
vanced beyond reason, was more than pro- 
portional, so that they were largely under- 
valued. During the remainder of 1926 part 

of the lost quotations were made up, sc that at the 

end of the year, the utility stocks sold again at high, 
but rarely at extravagant prices. 

In a sense their market settling has already been 
accomplished. While this is a more favorable market 
position than that enjoyed by the more speculative 
industrials, the internal situation is also more favor- 
able. The violent bidding up of local properties, so 
that rival holding companies might incorporate them 
into their larger systems, was greatly arrested in 1926. 
The sobered holding companies again purchased sub- 
sidiaries for earning power more than for strategic 
advantage. However healthy this procedure is finan- 
cially, it is still more important as marking the end 
of a boom period, when acquisitions were sought more 
for stock market prestige than strictly for investor 
advantage. 








Conservative Financing 


A further example of the conservatism which has 
gained vogue is the rather conservative financing, as is 
shown by the greater amounts earned upon the com- 
mon shares of the holding companies. In other words, 
senior financing has not proceeded at a pace sufficient 
to injure either the equities or the earning power of 
the ultimate junior security—the holding company com- 
mon stock. 

A still more important advantage has been the move 
towards the simplification of intercompany structure. 
Thus the Standard Gas and Electric system, so soon 
as it brought the greater Pittsburgh utilities under its 
scope, proceeded to the elimination of a group of inter- 
mediate companies that formerly had a function. An- 
other important and desirable result of this sane in- 
tercorporate financing has been the incorporation of 
all controlled properties, in many cases, into the hold- 
ing company systems. Neither excessive gains nor 
losses could longer be withheld from more public 
knowledge. These and many other improvements in 
administrative practice have put the utilities in a 
much sounder market position. 

The market forecast for 1927 is greatly simplified by 
all these improvements. It can be stated dogmatically 
that the widespread collapse of values seen 
in March and April 1926 should not again 
be repeated. The utilities will not fall like 
Humpty Dumpty, because they are not sit- 
ting on so high a wall. But they are no 
more exempt from general market trends 
than any other securities. 

What the investor seeks to know is which 
utilities are best endowed to resist down- 
ward market movements, and where long- 
pull market promise remains,.for the year 


as a whole, irrespective of minor intermediate market 
fluctuations. The answer is simple. Such utilities as 
are seasoned and most conservative in financial policies 
will tend to sell on an investment basis. For example, 
People’s Gas of Chicago, with real gains in earning 
power, and with a depreciation policy that should be 
the envy of all gas companies, is bound to sell on an 
investment basis, in despite of the market. It may 
bend temporarily but it cannot break. As the price of 
bonds continues to advance, or in other words, as in- 
vestments become more dear, such investment common 
stocks will be pulled upward by this tendency. This 
will always act as a counterpoise to the mere tem- 
porary market tendency to pull down values. 

On the other hand, such ambitious public utility 
systems as do not enjoy seasoning, and which have 
either not wholly liquidated the errors of the past, 
or what is worse, not wholly abandonéd them, will 
not act in concert marketwise with the investment 
utilities. They will find their financing road harder. 
It is ease of financing that has lent them plausibility, 
and it is difficulty of financing that may injure their 
market position. So long, however, as their bonded 
indebtedness is on a sound foundation they will have 
no serious difficulties. Although senior financing can 
conserve the basis of company prosperity, and hence 
ultimately conserve the position of the common stock, 
continued senior financing will give that common stock 
no scope for advance. 

Even in the case of the weaker companies, fortu- 
nately, the utilities are no longer market puppets, sub- 
ject to the strings of pool manipulators. Thus, if in- 
vestors do not believe the miraculous about them, nei- 
ther do they speedily grow panicky about them. They 
are beginning more and more to appreciate the fact 
that the utilities are an excellent investment rather 
than a source of market fireworks. This fact of sheer 
market maturity will be of good service to the utilities. 


Fair Rates 


Another potent factor in increasing their investment 
status is the recent set of court decisions affirming the 
need of fair rates. If a period of declining costs could 
have tempted demagogues to reduce rates unduly they 
have met their proper rebuke. Thus, as in the case of 
the rails they are recognized as quasi-public undertak- 
ings entitled to a living wage. The recent action of the 
Brooklyn Edison Company in lowering rates was a 
revelation to many consumers. They learned the simple 

economic premise that a utility company is 
out to make all the money it can. When 
lower rates will stimulate greater consump- 
tion, and hence profits, the company will 
need no regulation to reduce its rates. Its 
need for profits will do that automatically. 

The outlook for 1927 is mixed. The more 
conservative the utility the greater its mar- 
ket stability; the less conservative its 
financing policies, the more certain it is to 
be a mere mirror of the general market. 
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Public Utilities Security Forecast For 1927 





Market Status of Twenty Utility Stocks 


Total Last 
Capitaliza- Reported 
tion of Gross Earned per Share 


System Earnings —————_ Recent Dividend 
ISSUE (Millions) (Million) 1925 1926 (est.) Price (Dollars) % MARKET POSITION 








ican Constant increase in percentage of gross in- 
— Power sad come available to common stock indicative of 
56.0 4.29 A4.70 61 1.00 sound financing. [Electric Bond and Share 

affiliation, Not attractive at present prices. 


Brooklyn Manhattan . important New York traction ag peg 
i stantly advancing earnings. Like oe 8 
MMIC stein caus emesis ot 44.8 A4.65 A5.52 69 4.00 a market leader and to make notable gains. — 
c i Recent Supreme Court decision in favor of 
Consolidated Gas company rates resulted in large reserve fund 
(New York) ......:. 134.3 5:23 N.LR. 109 5.00 2 being available for company purposes. Pos- 
sible distribution makes present price logical. 
; Recent merger made this company one of the 
Columbia Gas and Elec- greatest utilities. Sound capital structure 
tric . 91.4 89 5:00: * 5: and consistent earning power. Attractive 
income and should continue gains. 
Operating company in growing metropolitan 
area, Would suffer very little by automobile 
8.00 4 production recession. Annual earnings may 
possibly reach $13, Income good and small 
market gains possible. 
Company has voluntarily reduced 1927 rates. 
B kl . M4 Conservatively and soundly managed. erri- 
rooklyn Edison ...... : k wR: X ; tory served is fast growing. At prevailing 
prices stock is selling on a proper invest- 
ment basis. 
Interurban railroad serving populous section 
Hudson and Manhattan.. ; : : of New Jersey into New York. Investment 
. : grade of stock; would be advanced after sev- 
eral years. Has appreciation possibilities. 
Widespread properties under Byllesby man- 
Standard Gas and Elec- agement, Recent acquisitions have doubled 
P scope. Simplification of system by elimina- 
tion of intermediate holding companies going 
on. At right price. 
Eastern and Southern System showing con- 


= Gas and Electric siderable gains in earning power. Power 
oeeeee Stock still 


FCP RU RUE UE U RIEU RU RUENENS 














Detroit Edison ...... 39.0 














Peer ee sees 





ere P . é i link-ups reducing operating cost. 
has slight appreciation possibilities. 
: The greatest American investment stock. 

American Telephone and pore A continues to make earnings gains. 
Tiewrenh ............ ttractive on account of frequent rights 

egrap 1,46 . : . which really add to income, At just invest- 
ment price, 

; Corporation active in installation and man- 

International Telephone agement of telephone systems abroad. Earn- 
and Telegraph ee i ings going ahead but larger dividend unlikely 

. . e in view of need of company for capital ex- 
pansion. On recession would be long-pull buy. 

. Considerable gains in earnings per share of 

American Water Works common stock largely due to small proportion 
and Electric “a of a — Nevertheless company’s 

‘ : . . : progress has been impressive, but has been 
discounted in present price. , 
. Electric Bond and Share affiliation. Company 

Electric Power and has been formed recently. Stock is selling 

too high with reference to earning power. 
tee see — ———— of further properties has 
caused this over-valuation. 
; q Stone and Webster affiliation. Interest 
Engineers Public Ser- charges less than a third of not operating in- 
come. Depreciation policy sound. Incorporat- 
os ed Pan 1925. Pe geo levels below war- 
ranted price despite absence of dividends. 
; Most important New York traction system. 

Interborough Rapid Future is dependent largely on political de- 

Transit cisions. A pure speculation. Factors other 
tee eee . than normal operations decisive for market 
destiny. 

Nation Electric Bond and Share. Important Southern 
atio al Power and and Southwestern system. Net operatin 
Light .. ene : : f 4.00 revenues 40% of gross operating inom: 

Seems high at present quotation. 
One of the largest utility systems. Selling 
at near the low price of 1926. Increase of 

10% 16% in earnings per share on 10% more 

Stock pr aa — in 1925 vindicates dividend policy, 

right price. 
Hydro-produoer in Central California which 

a . as o increase capital investment more 

Pacific Gas and Electric.. 47.7 9.52 10.00 ; 6.15 largely than gross revenues. This tendency 

is ——e and should result ultimately in 
speculative gains. 

: Supplies metropolitan area of Chicago with 

Peoples Gas .......... 318 11.55. K12.57 8.00 6.25 888. Depreciation policy liberal. Large gains 

in earning power indicated an excellent in- 
vestment with room for appreciation. 

Public Sersice en population of over 2.5 millions in 

orthern New Jersey with gas, electric and 


(New Jersey) ... 94.7 C2.10 3.25 32 2.00 6.25 traction services. Earning power gains con- 
tinue. Stock should score advance, 
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North American Co. .... 























A—Year ended June, 30. B—Before merger, not comparable with 1926 earnings. C—$ itali 2 7% 
31, 1926. E—Year ended: June 30. Third quarter would show strike losses. ear ae ae sd eas — 
K—Year ended September 30, 1926, Z—Including market value stock dividend. N.I.R.—No interim reports , ee 

Figure of $6.98 not significant owing to operating basis. E 
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Good Year Ahead for Oils? 


1927 Should Produce Increased Earnings 
for Industry—Market Prospect for Securities 


By GALE WENTWORTH 


ESPITE a considerable increase in flush pro- 
duction of crude oil, the past year has been 
‘marked by a continuation of the improve- 
ment in the average earning power of oil 
companies which characterized the industry 
in 1925. The market action of oil stocks has 
by no means kept pace with the rise in earn- 
ings, so that if the position in the latter respect re- 
mains unimpaired in the months to come, there is still 
room for price improvement in individual cases before 
the present situation will have been entirely discounted. 
On the other hand, there is little indication of an 
old-fashioned boom in oil securities. The public has 
been slow in realizing that the oil group in only ex- 
ceptional cases under modern conditions provides a 
means of obtaining quick market profits. A sustained 
and general rise is hampered by the threats which con- 
tinually hang over the industry in the form of rapidly 
changing conditions, potential new flush production, 
and the constantly greater yield in gasoline from a 
given amount of crude oil brought about by improved 
cracking processes and general operating efficiency. 














Stored Oil May Drop 


These factors are being offset to a considerable de- 
gree by the steadily increasing consumption of gasoline 
and fuel oil. The winter seasonal falling off in gaso- 
line sales has been mitigated by the predominance of 


‘closed passenger automobiles in comparison with for- 


mer years, better roads, and the greater number of bus 
lines in regular operation. Consumption in 1926 will 
in all probability be shown to have absorbed not only 
the full year’s production, which may eclipse all rec- 
ords, but sufficient also to bring about a reduction of 
oil in storage, both in respect to crude and gasoline, as 
compared with the close of the previous year. A similar 
situation has not existed for many years. In spite of 
heavy production and lower oil prices in recent months, 
therefore, the statistical position of the industry has 
in reality been materially strengthened. 

Under these circumstances, a continuation of good 
earnings well into the present year appears to be the 
logical expectation. The factor of new flush produc- 


. tion presents too many uncertainties to predict in ad- 


vance, but as far as can be determined at this time 
there are no new fields of sufficient importance in pros- 
pect to upset the present balance between supply and 
demand. Production in the Seminole field of Oklahoma, 
the principal disturber of late, is still running high, 
but there are indications that it is near its 
peak, and the tendency from now on should 
be downward if anything. Should a definite 
downward trend in production develop in 
conjunction with the present status of con- 
sumption, the effect on oil prices would be 
decidedly favorable, and 1927 profits might 
well surpass by a good margin those accu- 
mulated in 1926. 

Another auspicious factor is the growing 
realization on the part of the federal admin- 


FORECAST 
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1927 





istration of the advisability of taking some steps to- 
wards conservation of oil resources. 

The chief obstacle is the political attitude assumed 
by other branches of the Government that there should 
be no regulation of oil production whatever and that 
every effort should be made to maintain oil prices at a 
minimum regardless of consequences. It may require 
time to overcome opposition of this character, but if 
the idea is sound and endorsed by the best authorities, 
it will eventually be put into effect in the same way 
that combinations of interests in export associations in 
certain lines are now permitted by law. 


Mergers 


The past year has witnessed a distinct tendency to- 
wards consolidation of interests in the oil industry 
through mergers and important acquisitions, particu- 
larly as regards California properties. No less than 
three large independent companies in that state were 
absorbed by or merged with other concerns during 1926 
or shortly before. Pacific Oil went to Standard Oil of 
California, General Petroleum to Standard Oil of New 
York, and Associated Oil combined with Tidewater Oil. 
The only important independent units in California 
retaining their identity are Union Oil of California, 
California Petroleum and Pan-American Western Pe- 
troleum, and it is problematical how long this status 
will continue. . 

The probability is that further occurrences of this 
nature will be witnessed before the close of the present 
year, and activity in various oil shares will undoubtedly 
be stimulated from time to time in connection with such 
reports. The basic motive behind these large combina- 
tions is the desire on the part of leading refining in- 
terests to control as far as possible their own sources 
of crude oil supply. In former days this was not con- 
sidered necessary or advisable, but the areas of crude 
oil production have become so vastly extended and 
prices have been subject to such wide fluctuations that 
the purchasing of crude oil requirements on a large 
scale entails a high degree of speculation. It. has been 
found that the oil business can be conducted most 
efficiently by companies including all branches of the 
industry in their activities, production, refining, dis- 
tribution and transportation, and the present trend of 
the industry is very much in that direction. 

While substantial advances have taken place in a 
number of oil issues, in only exceptional cases have the 
movements been spectacular or conducive to quick 
profits. It has been rather a gradual recog- 
nition of the greater equity in earnings and 
assets, and indications are that the 1927 
market for the oil group will have similar 
characteristics: Subject only to the unknown 
factors of general stock market conditions 
and the extent of flush production, the pros- 
pects for continued good earnings, increas- 
ing consumption of gasoline, and further 
consolidations, appear to provide a construc- 
tive outlook for the oil industry in 1927. 


UE so ig! ! ! Wl ' ‘evel ! ' 
SRB SN EBB eee RL UT ss Pt EE TT Td 


PU ss A sss sss) sss) sss 








524 


THE MAGAZINE OF WALL STREET 





=~, 


so. ee . 
s oF Ok EE 2 SSS sss sts ss sss sss sss 0s LLM LODE DEE ADS BEE ADD AD DUD ODD DED Dd 





)z/ 


aiey 


UT 





Dh LD Ps) nT 

















Oil 


SEE 





mmm 


SPS PSR ESR ORR RRC R REE eeie 


Security Forecast For 1927 











Wh MMOH MEM ale 
j ee 






























































SECC Ee 
Position of Leading Petroleum Stocks 
Price a = ee 
: Range Recent Common Share Earnings 
Company 1926 Price Dividend Yield 1925 1926 COMMENT 
ic Refini 7 5 53 $5.10 peeom as formerly. Dividend vertmgtion tn 
Atlantic Refining.. 128-97 116 None None $11.53 6 abepanes peniing leuidation cutsteniing 
( ) mos. ) notes. Stock high enough. tee 
Substantial improvement in recent years 
4.20 throu inati iviti 
Cd — gh greater co-ordination of activities. 
Barnsdall A. eee eves 33-25 28 $2.00 7.1% 3.27 9 Dividend well within earning power. Stock 
pie er a ( mos.) has yet to discount strong position. _ 
2.84 One of few of larger California units still on 
- ye independent basis. Earnings more stable 
California Petroleum 38-30 31 2.00 6.5% 3.60 through rounding out of activities. No im- 
(9 mos. ) mediate increased dividend prospects, but 
Qe ee stock good long term holding, 
7 24* Earnings moderate and dividend prospects 
~ a small, Shares have consistently sold on future 
PLOHSUON > 5.610 Sieve. see 72-50 62 None None 2.85 (9 — ) possibilities of extensive undeveloped acreage. 
aS, IS. Position of stock purely speculative, 
: <Q ~+~«SProducing ~=properti hich h own U 
Independent Oil & ™ 3.59 te ‘oak alecameda ie inst 8 yearn tama 
e: - ‘ ey 4 . stcck based on uncertein element of future 
Gas .....+..++++ S419 31 I. 3.2% 5.12 (6 mos. ) production. Tco speculative at current levels, 
6 74 Strong position in industry achieved through 
rd ) > . judicious management and powerful sponsor- 
Marland .......... 63-49 56 4.00 7.1% 8.11 9 ship. Stock reasonably valued. Higher divi- 
ee. -2 ae ( mos. ) dend possible during 1927. 
Excellent progress made despite handicap of 
Mi 1-Continent 37-27 34 N N 4 71 7.87* weak financial status 3 years ago. Shares 
AVL1C eeoee one None af 9 have yet to fully discount good prospect of 
2 ( mos. ) early dividend resumption. ; ; 
P 15* ee * Mexican producer now under control 
_ 4. . QO. Indiana interests. No early change in 
Pan-American Back ‘ 78-57 66 6.00 9.1% 8.46 dividends indicated. Prospects less clearly 
(9 mos. ) defined than under independent control. 
as Better opportunities elsewhere. i 
6 55* ee oe — ar a pense 
112 he Zc Ao ; : of oil and natural gasoline. ‘ould support 
} hillips oe eee eee eee 57 40 56 3.00 pe 4 JO 5:12 9 higher dividend rate. Prospects good on earn- 
ae ou d ( mos. ) ing power and merger adaptability. 
N Sound company engaged in all branches oil 
‘ - = NO industry. Common stock retarded by heavy 
Pure Oil sieicac cavers 31-25 28 1.50+ 5.4% 37) capitalization. Extras bring current dividend 
Data up to $2 basis. Shares suitable long pull but 
setntis profit possibilities limited. _ | 
1 67 Strong company representing Royal Dutch in- 
- P 6/7 terests. Engaged in all branches of industry. 
Shell Union........ 31-24 29 1.40 4.8% 1.86 Moderate dividend increase possible but large 
(6 mos. ) number of shares keeps stock within narrow 


range. 
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None 


None 


3.60* 
(6 mos. ) 


Valuable properties but capitalization top- 
heavy and earnings, while showing improve- 
ment, are not dependable. Dividend resump- 
tion possible but not very probable. Stock 
hardly attractive. 
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5.7% 


4.78° 
(9 mos. ) 


Has reflected improvement in oil situation 
with far better earnings in last 2 years, but 
recent establishment of dividends appears to 
have placed shares at high enough levels for 
present. 





St. Oil California... 64-52 


3.4% 


3.46 


No 
Data 


Acquisition of Pacific Oil of much assistance 
in enabling company to supply its own crude 
oil requirements. Intermittent extra divi- 
dends likely. Stock fair long pull prospect. 





St. Oil New Jersey.. 46-37 


1.00 


2.6% 


4.72 


No 
Data 


Strong aggressive company dominating entire 
industry. Retirement of preferred should 
eventually permit common to receive greater 
share of earnings. Attractive holding fcr 
long pull. 





St. Oil New York. . 47-30 


33 


1.60 


4.8% 


3.63 


No 
Data 


Position in respect to crude oil requirements 
materially strengthened through mergers. Re- 
turn higher than in case of most of St. Oil 
group. Fair prospects of price enhancement 
during 1927, 





Stn Oil. 2.4 


Lise Se 


31 


1.00 


3.2% 





Texas Corp......... 58-48 


57 


3.00 


5.3% 





Texas Pacific 
ca 4) re 


None 


None 


3.43 


No 
Data 


Comparatively small but well rounded com- 
pany with excellent record. Shares reasonably 
valued but should be in line for gradual ap- 
preciation. Cash return small but supple- 
mented by periodic stock dividends. 





6.02 


No 
Data 


Strong, well managed company, leader among 
independent oils. Complete unit in industry. 
Expansion facilitated by recent reincorpora- 
tion. Stock near recent high point but not 
overvalued. 





86 


3.52" 
(9 mos.) 


After apparently having seen its best days, 
earnings have taken sharp turn for better as 
result of newly acquired production in Mon- 
tana. Mcderate dividend possible. Stock fair 
speculation. 





Union Oil......... 58-37 


2.00 


3.6% 


One of few remaining independent oil units 
in California. Highly successful record. Pres- 
ent high levels for stock based on apparent 
merger prospects which, however, seem well 
discounted. 





*Before taxes. 


*Before depletion and taxes. 
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Favorable Underlying Situation in Copper Points to Revival 
of Interest in These Shares—The Miscellaneous Metal Group 


By SIDNEY BARRINGTON 





NOTHER year has passed without any sem- 
blance of a boom in the copper market, and 
this metal continues to be one of the very few 
basic commodities with quotations ruling be- 
low pre-war levels. In fact, as far as the 
1926 year-end is concerned, it has been pretty 
generally the case with all the principal metals 
that prices approximating the low for the year or even 
for the past two years have been reached. 

What has been responsible for such a state of affairs 
has been apathetic buying on the part of both foreign 
and domestic consumers in conjunction with a heavy 
volume of production. It has been almost inevitable, 
therefore, that sellers to a considerable extent have 
been obliged to attempt to force supplies on a reluctant 
market, a situation which could hardly fail to be re- 
flected in receding prices. 











Outlook for Silver 


The reaction on the affairs of copper companies is 
not as marked as in the case of the producers of some 
other metals. Silver, lead, and to a less extent zinc 
producers have had the benefit of favorable markets 
for those metals for a considerable period up until 
recently, while conditions in the copper market, on the 
other hand, have undergone no radical change. Re- 
stricted earnings for at least some portion of 1927 seem 
to be in store for those companies whose profits are for 
the most part dependent upon silver and lead, that is, 
restricted in comparison with the results achieved in 
1925 and the greater part of 1926, but the copper in- 
dustry by this time is so well accustomed to a price 
level ranging between 13% and 14% cents a pound 
that it can look on a recession to the former figure with 
considerable equanimity and continue to await the in- 
evitable turn for the better. 

As a result of the necessity of adjusting themselves 
to a small margin of profit, remarkable progress has 
been made by the leading copper producers in their 
internal organizations, both as respects greater con- 
centration of interests through judicious expansion, 
and operating economies effected through cost reduc- 
tion and the installation of the most modern equip- 
ment. Thus the industry has placed itself in a funda- 
mentally sound position never attained heretofore, and 
the incentive to accomplish this would in all probability 
have been absent but for the pressure of adverse cir- 
cumstances. Not only the low cost producers, with 
their natural advantages in times of stress, have passed 
through a process of rehabilitation, but 
there has likewise been a very marked im- 
provement in the status of many of the 
medium cost producers, several of which 
have been able during 1926 to restore divi- 
dends for the first time since the post-war 
debacle. The way is all paved, accordingly, 
for a resumption of prosperity, in the sense 
that the industry is now situated to derive 
a greater measure of benefit than ever be- 
fore from a sustained copper market at a 


minimum level of about fifteen cents a pound. 
Is 15-cent Copper Likely? 


It is more difficult to determine when such a condi- 
tion may be expected to develop. The matter is largely 
tied up with the prospective revival df European con- 
sumption on a large scale, for it is not believed that 
the let-down in domestic demand is of more than tem- 
porary duration. On the contrary, it is probable that 
adequate provision on the part of domestic consumers 
for their first quarter requirements has not as yet been 
made, and there is in consequence likely to be a stimu- 
lation in demand at any time. Fifteen cent copper 
with any degree of permanency, however, cannot be 
achieved until there has been a material increase in the 
volume of export trade. 

In the same way that the ground work for greater 
prosperity has been laid by the revamping of individual 
organizations, in like manner has the industry made 
preparations for a revival in foreign business through 
the functioning of Copper Exporters, Inc., a newly 
formed association designed to stabilize the foreign 
market for copper. The plan has been in operation only 
a few weeks and its soundness will have its first real 
test in 1927, but there is every reason to believe that it 
will be an important factor in the welfare of the indus- 
try from now on. 

Emphasis has been laid on the copper situation for 
the reason that by comparison with other metals there 
are far greater possibilities as yet unrealized as far as 
the post-war era is concerned. The tremendous in- 
crease in productive capacity has not been in evidence 
to the same extent in the case of other non-ferrous 
metals. Silver, lead and zine during the last two years 
have all sold at prices in excess of pre-war levels and 
even comparable to levels existing at times during the 
war period, while copper can still look forward to such 
a condition. It should not be inferred that the 1927 
outlook for silver, lead and zinc is definitely unfavor- 
able. It is probable that the recession in these markets 
has spent itself to a large extent and a moderate im- 
provement from now on is not unlikely, but indications 
do point to smaller profits from these sources than in 
1926, at least during the first few months. 

It cannot be said that the immediate outlook for 
copper is especially propitious. It is rather that cop- 
per companies from the commodity viewpoint are in 
the stronger technical position, having plodded along for 
years without any semblance of a genuine boom. 

The progress made in stabilizing Euro- 
pean currencies may be the means of sub- 
stantially increasing the volume of foreign 
consumption of copper, and there is the 
chance that such a movement will be under 
way before the close of 1927. There is little 
question that as a group the copper stocks 
provide unusual opportunities for income 
based on the present status of the industry, 
and for eventual profit on the strength of 
the indicated future. 
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Position of Leading Mining Stocks 
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Price : 
Range Recent 
Company 1926 Price Dividend Yield 


Common Share Earnings 
1926 


1925 


COMMENT 





Anaconda ......... 52-41 49 $3.00 6.1% 


$5.85 


No 
Data 


One of largest and most important mining 
organizations. Structure vastly improved and 
rounded out in recent years. Could easily 
support $4 dividend. Shares selling on at- 
tractive basis. 





Calumet & Arizona. 73-55 68 6.00 8.8% 


1.66 


No 
Data 


Old line vein property in Arizona with con- 
trolling interest in New Cornelia, low cost 
porphyry. Limit in dividends about reached 
for present, but stock reasonably priced. 





Calumet & Hecla.. 18-13 15 2.00 13.3% 


Deficit 


0.14 
(9 mos. 


Does not occupy as dominant position as for- 
merly, but still very much of factor in in- 
dustry. Stock could sell materially higher in 
stronger copper market on basis present divi- 
dend rate. 





Cerrode Pasco .... 73-57 4.00+ 


No 
Data 


Prosperous Peruvian producer with very low 
costs largely by reason silver content in ores. 
Actual yield on stock increased through extra 
dividends. Still appears attractive, 





36-30; 2.50 


SUMNER SAR Ee eB eee TEVECENBUENFU RI EMGHENBNENSNENRNBILE 


ade 


2.02 
(9 mos. 


Controlled by Anaconda. One of lowest cost 
producers and owns vast body ore reserves. 
Dividend increase unlikely, but stock pos- 
sesses much merit as long term holding. 





37-16 : None 


Deficit 


0.85 





Greene Cananea... 35-10 None 


1.18 


No 
Data 





Inspiration ... 28-21 


No 
Data 


British Columbia producer. Affairs have 
undergone marked improvement through low- 
ering of costs and acquisition new property. 
Ability to pay dividend discounted. 





Small Mexican producer. Stock has shown 
strength on reported new ore strikes. Chance 
of small dividend in event of higher copper 
market but prospects liberally discounted at 
current price. 


Steady but rather high cost producer from 
property located in Arizona. Large interest 
held by Anaconda. Should continue on present 
basis for few years but future possibilities 
limited. 





Kennecott .... 


No 
Data 


Dominant factor in copper production with 
proporties covering wide range of territory 
and operating at low cost. No immediate 
prospect of further dividend increase but 
stock has investment merit. 





3.30 
(9 mos. ) 


One of lowest cost of American copper mines. 
Intensive development has placed properties 
on sound profitable basis. Higher dividend 
possible and stock offers good prospects. 





No 
Data 


Operations impaired by exhaustion high grade 
ore reserves, but has been able to make re- 
spectable showing through greater output 
lower grade ores and reduction in costs. 
Shares speculative. 





18.8% 


0.48* 
(6 mos. ) 


Low cost Alaskan producer dominated by 
Kennecott. Status not impaired as yet, but 
in speculative position due to uncertainty of 
extent of ore reserves. Even chance for main- 
tenance present dividend. 
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Nevada .... a * 10.0% 


1.62 
(9 mos.) 


Porphyry copper whcse scope has been much 
enlarged through absorption of Chino and 
more recently of Ray. Present dividend of 
recent origin and no early change indicated. 
Position neutral. 








Miscellaneous Group 





Amer. Metal. . 57-42 $4.00 9.5% 


$5.06 


$3.09 
(9 mos. ) 


Strong company engaged in general smelting 
and refining business in addition to operating 
its own mines. Position impaired somewhat 
by drop in silver prices, but stock now low 
enough to be attractive. 





Amer. Smelting & 
Refining ....... 152-109 146 3. 5.5% 


19.17 


11.65 
(6 mos. ) 


One of largest mining enterprises in world. 
Own mine operations increasing, but bulk of 
business is smelting and refining ores of 
others. Based on earnings, stcck still at- 
tractive despite dividend increases. 





Dic OS OO 18.2% 


Lay 


Old Canadian gold producer with handicap of 
diminishing ore reserves. Successful develop- 
ment of new properties necessary to maintain 
position. Present dividend rate insecure. 





Homestake 63-47 62 9.7% 


No 
Data 


Gold mining property in South Dakota, gradu- 
ally liquidating proposition with dividends 
paid largely from depletion fund rather than 
earnings. Shares in speculative position. 





Howe Sound..... 45-27 : 98 


4.87* 
(9 mos. ) 


Formerly copper producer only but recently 
developed silver, lead, zinc mines have 
yielded large profits. Recent dividend in- 
crease has discounted possibilities for present. 





St. Joseph Lead ... 48-36 


25 
(6 mos. ) 


Largest miner of lead ores in U. 8. In strong 
position. Regular dividend supplemented by 
$1 extra annvally. Profits vary with lead 
market, but shares have investment merit. 





U.S. Smelting .... 50-30 


3.83 
(8 mos. ) 


Produces wide variety of metals, and one of 
largest silver producers. Improvement checked 
by decline in silver price, and any change in 
dividend likely to be downward. 











*Before depletion, 
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Factors Which Will Influence 


the Earnings of Leading Industries 


Rating the Outlook for 60 Important Stocks 


NVESTMENTS are made with a view to the 
employment of capital at a profitable rate of 
return. Speculations are undertaken pri- 
marily in the hope of gain through price 
appreciation in whatever medium is selected 
as the vehicle for the speculative operation. 

' In the case of stocks, one of the principal 

requisites to success in either investment or speculation 

is foreknowledge of the trend of earnings and dividend 
developments. 

From a study of general conditions surrounding a 
given industry and specific facts relating to individual 
companies in that industry, it is possible to form rea- 
sonably accurate conclusions as to the probable trend 
of earnings. Adding to this a knowledge of the finan- 
cial status of the individual company, it is also possi- 
ble to draw deductions with respect to its ability to 
begin, maintain or increase dividend payments. 

It does not always follow that this ability is imme- 
diately translated into action. Dividend policies are 
for the company’s directors to decide. It would be 
without the province of anyone else to state positively 
what course the company management may see fit to 
pursue. 

Hence, while the accompanying tables are intended 
as a guide to investors in appraising the dividend pros- 
pects of important companies in leading security 
groups, their limitations in this respect should be 
understood. In order to increase the practical value of 
our forecasts, we have endeavored to indicate our 
opinion of the market prospect for each stock as well 
as its dividend possibilities. That is, the comment indi- 
cates whether it is considered attractive or unattractive 
at current levels. Frequently, a security may be con- 
sidered “high enough” which means that it does not 
afford a sufficient yield or possibilities for further price 
enhancement at present to justify new commitments. 
The speculative angle has been given consideration 
where necessary but, for the most part, the comment 
is intended to apply to the investment merit of the 
respective issues based upon earnings, financial position 


and probable price trend. 
Steel industry, it is necessary to review 
events of the past year. In many ways, 
1926 was most remarkable. With the background of 
1925’s general prosperity, steel companies were excep- 
tionally well situated when the old year opened. 
Despite a too liberal capacity for production, price 
levels retained the stability acquired in the 
preceding year. That is, while the general 
level of steel quotations was lower, sharp 
variations which characterized other periods 
were notably absent. In fact, profit mar- 
gins improved even over the very satisfac- 
tory total of 1925 so that several producers 
set up new peace time earnings records. 
This apparent paradox is explained, of 
course, by the steady improvement in manu- 
facturing methods through progressively 








T° gain a better perspective of the steel 





greater use of labor-saving devices, together with main- 
tenance of high operating schedules. The customary 
cyclical fall in production during the normally dull 
Summer months failed to materialize, thus marking one 
of the year’s noteworthy departures. Demand for steel, 
following a moderate lull after Spring-time activity, 
developed surprising strength and carried the industry 
along at a swift pace. 

To a considerable degree, the Summer wave of buy- 
ing was accomplished at the expense of ordinary Fall 
revival. Hence, the last few months of the year wit- 
nessed a considerable slackening in orders and produc- 
tion. Despite this, however, the recession was less 
severe than might be expected and for the full twelve 
months, a new record has been established in respect 
to production. 

While the gain in output will probably amount to less 
than 10%, earnings of the steel companies are likely 
to run approximately 30% over 1925. The basis for 
this exceptional showing lies in the factors already re- 
ferred to, namely, even greater price stability than in 
the year before, higher average rate of production and 
further improvement in costs. 


The Outlook for Increases in Steel 
Dividend Disbursements 


The building and automobile industries contributed 
in liberal measure to the year’s tonnage of steel con- 
sumed. Railroads, on the other hand, pursued a con- 
servative policy in ordering new rolling stock and 
motive power, following the same lines as in 1925, 
though demand for supplies was well maintained. It 
is probable that this relationship will continue to un- 
dergo modification with the new year. That is, build- 
ing operations will probably be on a slightly lower 
scale while railroad orders should tend to take on more 
prominence. 

Earnings in the fore part of 1927, accordingly, 
promise to hold up close to those of the corresponding 
period last year. The 40% stock dividend of the U. S. 
Steel Corporation came as a fitting climax to the past 
year’s prosperity. This and dividend resumptions or 
increases by several steel companies preclude the possi- 
bility of many more material changes in 1927. Never- 
theless, it is probable that the strengthened financial 
position, following two years of past good earnings, 
will permit some new additions to steel dividend dis- 
bursements in the not remote future. 


Motor 
Accessory ne fucusting tate 
conditions of the motor 


industry to which it is intimately related. 
Companies in this group make up a great 
miscellany, each being primarily a special- 
ist in some particular line of manufacture. 
Few of them have attained a position of 
(Please turn to page 530) 


N its major aspects, 
automobile accessory 
business closely follows 
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Position of Leading Tire Stocks 





Price Range 
Earned per Share 
Type of -———1926——_._ Recent Div. Yield 
Business 1925 1926 High Low Price Rate %o COMMENT 
: aaa Speculative issue with fair possibilities 
R295 7 based on earnings. Com. div. not likely in 
4.26 E2.25 14 17 sa ges near future, however. 
a i j 7 = Very slender margin over div. but company’s 
Goodrich Tires, Foot strong financial position should enable main- 
wear, Mech. tenance of present rate. Speculative, high 
Goods 17.34 Y 3s : . enough, 
= : _ Unpaid accumulation on 7% preferred an ob- 
Goodyear ........ Tires, Foot stacle to common divs. Affairs complicated 
wear, Mech, ; by legal squabbles growing out of 1921 re- 
Goods 15.62 } by Rete By organization. Unattractive speculation. 
Stock is primarily a speculation. Current 
return low but moderately attractive from 
viewpoint of longer range prospects. 





Tires 














Miller Tires & 
Novelties 11.50 FF. 44 


U. S. Rubber ....Tires, Foot- Mediocre manvfacturing results in 1926 pre- 
wear, Mech. clude likelihood of early div. Has attraction 


oods 14.95 E5 88 
*Year ended Aug. 31, E—Estimated. N.F.—No figures available. 

















Position of Leading Steel Stocks 





*Annual 
Capacity Earned per Share Price Range 
(Millions of }=§=———‘\—_—__, -——1926-——_. Recent Div. Yield 
Company Tons) 1 1926 High Low Price Rate % COMMENT 
~ With construction program practically com- 

37 pleted, should soon be in position to resume 
tin ‘- common divs. Attractive speculation. 
Current dividend rate appears reasonably 
secure but paying about all earnings justify, 
hence must be considered high enough, 
Adverse effects of severe foreign competi- 
PAT K 2 6 tion on Atlantic seaboard reflected in sharply 
ti ix ; : lower earnings. High enough. 





Bethlehem 7.6 5.30 E7.5 





Crucible N.F. 15.05 64 








Gulf States $2.0 


. u 
Republic 1.3 Iron & Participant in steel company prosperity of 
Steel past two years. Divs. resumed in 1926. 
1.4 Pig ; Payment seems conservative but stock high 


Tron 6.88 < 63 d F enough, ‘ 


= > Strongly situated owing to favorable labor 
Sloss Sheffield ... 0.40 Pig aae ‘ and raw material costs. High earning ca- 

Iron 15.10 E17 142 pacity but possibility of increase discounted. 
Will doubtless maintain $7 rate on new 


U. S. Steel 12.86 E17 160 117 5 §7 44 stock. Semi-investment issue. Desirable 














purchase in reactionary market, 





Bright future. Aggressive management. In- 


Youngstown ..... 35 12.38 E15 95 69 4 44 crease in div. seems merely question of time. 
Attractive spec-vestment for patient buyer, 














* Ton of steel ingots. + Year ending Aug. 31. + Coal, coke, ingots, etc. § Not including 40% stock div. E—Estimated. 
N.F.—No figures available. 








Position of Leading Sugar Stocks 





Earned per Share Price Range 
Type of ——\"___ 7 -—1926——__ Recent Div. Yield 
Company Business 1925 1926 High Low Price Rate % COMMENT 
Working capital would readily permit com- 
pany to pass larger earnings along to share- 
Refiner 337 E6. 87 65 82 6.1 holders in period of improvement. Outlook 
5 more favorable, hence stock is attractive. 


Long way removed from dividend possibili- 
ties, but fair speculation on basis of improv- 
ing raw sugar situation. Preferred more 
active and desirable than common. 
One of lowest cost Cuban producers and 
Cuban therefore well situated to show gains in 
+ 5 0 2 ; earnings with present sugar prices. No im- 
Producer 1.16 0.40 3 0 27 mediate change in div. likely. Attractive. 


Exceptionally strong working capital posi- 

tion a noteworthy feature. Dividend seems 

amply protected. Attractive speculation 

with some investment merit. 

Should be able to show marked improvement 

in earning power in present sugar market 

Producer 3.10 + Def. 49 33 45 owing te low production costs. Of Cuban 

: vroducers, has greatest speculative appeal. 

South Porto Rico. Porto Spectacular rise in stock based upon earn- 
° ings possibilities in rising sugar market but 

ican market price, however, leaves little to dis- 


Producer £14.80 £10.55 169 92 170 6 3.5 count. High enough. 


a Year ended March 31, 1926. + Year ending Sept. 30. * Net loss of $1,980,000 year ended Sept. 30, 1926. + Year ending Feb, 28, 
E—Estimated. 





American Sugar 
Refinery 





Cuba Cane Cuban 
Producer 7*Def. . * 11 10 





Cuban American... 








Great Western.... American 
Beet , 
Producer $15.88 $8.95 113 89 
Punta Alegre Cuban 
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(Continued from page 528) 
great industrial prominence and for the 
most part earnings are subject to wide 
variation owing to lack of diversified output. 

As the rapid growth of the automobile industry 
has in the past attracted numerous new enterprises, 
so the accessory field has stimulated the organiza- 
tion of great numbers of manufacturing units. In- 
evitably, therefore, this industry has been heavily 
engaged in the same competitive struggle as its near 
relative. If anything, competition has been more intense. 

Sales and production of accessories fell off in the last 
quarter of 1926 in harmony with the downward read- 
justment of motor car production schedules.* Notwith- 
standing this let-down, the year’s aggregate business, 
when final figures are known, should parallel the record 
breaking performance of automobile companies in re- 
spect to output. 

Earnings, on the other hand, have made a more 
irregular showing and on the average are below those of 
the year before. This result, obviously, may be attrib- 
uted to the prevalence of keener competition. In respect 
to distribution of profits between the various producers, 
it may be noted that the parallel with automobile expe- 
rience is carried still further inasmuch as some acces- 
sory makers have actually lost ground during the year, 
despite the unprecedented volume of sales recorded. 

On the basis of the 1926 showing and prospects for 
the automotive industry in general, it would appear 
that the earnings outlook for parts and accessory mak- 
ers is surrounded with some uncertainty. Compara- 
tively, a handful of companies in this group should do 
well while the majority will doubtless register irregular 
and in most instances smaller earnings during the 
earlier part of 1927. 


POM. I Q 


Nw 


E . might be expected of a 
quipments group embracing such a di- 
versity of business interests pros- 
pects for the sundry equipment stocks are by no means 
uniform. Even among those generally included under 
the classification of railroad equipment companies, 
great differences exist. Thus, fortune has dealt the 
makers of miscellaneous equipment and railroad sup- 
plies a fair measure of prosperity, locomotive builders 
have not fared so well, and, lastly, the car makers have 
had a rather difficult time in making ends meet. 
Fortunately for the latter, their financial status is 
strong. Like the locomotive manufacturers, they have 
been well able to weather the storm and can readily 
face a further period of poor business without embar- 
rassment. It is probable that the locomotive makers 
will continue to stand in a comparatively more favor- 
able light than the car builders for some time to come. 
Both branches of the equipment industry have passed 
through two years of slow business but depressing in- 
fluences are more likely to lessen in the case of the 
former than the latter. 


The car business is suffering as a result of excess ° 


capacity brought about not so much by over-expansion 
of manufacturing facilities as by the smaller replace- 
ment demands of the railroads. This lighter demand 
is due to several causes. In the first place, 
the carriers have attained a high degree of . 
efficiency in utilizing existing equipment, 
hence, they have less need of new rolling 
stock. Secondly, they have been able to 
maintain old cars in much better repair by 
overhauling and rebuilding in their own 
shops. Lastly, some roads have further 
extended their activities in the last named 
direction by building new equipment. 

In some instances, this tendency to com- 





pete with the equipment companies has been carried 
into the locomotive field. Here, however, there is a 
greater potential demand since the efficiency standards 
of today are requiring railroads to supplant older and 
less powerful locomotives with modern types of greater 
horsepower. In fact, while car orders are still flag- 
ging, locomotive companies have been adding new busi- 
ness to their books in sufficient volume of late to indi- 
cate that they will begin the New Year with a larger 
backlog of unfilled orders than in 1926. 

Earnings of the locomotive group, therefore, will 
doubtless be on the side of improvement. However, 
since dividends, for the most part, were covered by very 
slender margins in 1926, this prospective betterment 
does not seem to hold forth large possibilities for more 
liberal payments. In the case of the car builders, ex- 
pansion in dividend payments is even less likely. 

Miscellaneous railroad equipment eompanies, on the 
other hand, have fairly promising prospects. This is 
especially true of train control manufacturers who are 
benefiting from mandatory installation of safety 
devices by the railroads. Transportation efficiency in 
this case is an aid instead of a hindrance inasmuch as 
the supply companies cater directly to the insistent de- 
mand for operating economies. 


EF] . l Ff XCEPT for electrical refrig- 
ectrica eration which is now passing 
E . through one of the periods of re- 

quipment adjustment that characterize 
every new industry, outlook for 
the electrical equipment companies is good. Sales and 
earnings of electrical apparatus have been showing 
progressive annual growth and there is nothing in the 
general industrial prospect to suggest that this normal 
expansion will suffer a check in the near or even more 
remote future. : 

Public utility construction programs will require 
steady absorption of new equipment and in the house- 
hold appliance field there is not likely to be a setback 
in the face of high public purchasing power. Moderate 
downward drift in electrical equipment prices has 
tended to stimulate sales, hence, there is little in this 
direction to suggest a diminution of profits. In fact, 
the industry is remarkably free from destructive price 
competition owing to concentration in the hands of 
great manufacturing units. 


F GRICULTURAL implement 
arm companies made rapid strides 
. in 1926, following the notable re- 
Machinery covery of 1925. While the indus- 
try would seem to require no more 
favorable setting than it has had in these two years 
to make a very satisfactory showing during the next 
twelve months, it would be illogical to anticipate the 
same proportionate rate of improvement. 

In fact, there are elements in the existing situation 
which suggest that further gains will be more modest. 
Thus, with the decline in commodity price levels that 
featured 1926, farm products again moved out of align- 
ment with industrial prices. Particularly in 
the case of cotton, the level of agricultural 
buying power has suffered shrinkage. Im- 
plement sales in the domestic market, there- 
fore, will doubtless be affected to some de- 
gree by this development. 

At the same time, export trade is steadily 
expanding while prices and _ production 
schedules are holding at rates which should 
admit of satisfactory earnings for the larger 

(Please turn to page 582) 
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Position of Leading Equipment Stocks 


PELE 





Earned per Share Price Range 
Type of =e——a@". -—1926——.. Recent Div. Yield 
Company Business 1925 1926 High Low Price Rate % 


COMMENT 





American Car & 
POUNGLTY ..ccces, Re at EG: : a6.67 114 91 101 5.9 


Strong position by virtue of financial position 
and interest in affiliated or subsidiary enter- 
prises. Semi-investment stock with good 
long range prospects. 





American Brake 
Shoe & Foundry. R.R. Eq. aS a}! 140 44 


High and relatively stable earning power. 
Could readily pay more. Stock high enough, 
however. 





American 
Locomotive .... R.R.Eq. Def. : . y i 


Exceptionally strong working capital posi- 
tion enables company to maintain common 
div. easily in face of poor locomotive busi- 
ness. Good yield. Attractive long pull, 





Allis Chalmers ... Elect. Eq. 
&Mchy. 8.78 : 6.6 


Well fortified with working capital. In | posi- 
tion to pay more liberal div. as result of 
good earnings in past several years. Attrac- 
tive semi-investment issue, 





Baldwin 
Locomotive .... R.R.Eq. Det. 


Volatile, speculative favorite. te. Possibility 
of extra distribution in event company’s 
Philadelphia property is sold. Present posi- 
tion purely speculative and not attractive. 





J;. d. ase 
Threshing Farm 
Mchy. 14.50 


Sharp recovery in earnings | last year evi- 
dently made the basis for marked price ad- 
vance in shares. Seems in line for div. Still 
speculative, however, and high enough. 





Electric Storage 
Battery Elect. Eq. 9.48 at 94 81 


Has failed to declare customary year-end ex- 
tra indicating lower 1926 earnings. Fun- 
damentally sound, however. Present price 
seems about right. 





General Electric .. Elect. Eq. 3.50 } 95 79 87 


Leading electrical equipment manufacturer 
with unquestioned future. No change in pres- 
ent div. policy is anticipated. Low current 
yield renders stock high enough. 





General Railway 
Signal R.R.Eq. 5.06 §E12.0 93 60 85 


Good | long “pull speculative holding in view of 
prospective further development of train con- 
trol business. Could pay more. 





International Farm 
Harvester ..... _Mchy. 16.33 E18 158 112 142 


Restoration of stock dividend payments re- 
flects company’s return to prosperity. High 
equities and earning power place stock in in- 
vestment category but seems high enough. 





Lima Locomotive... R.R.Eq. Def. E8.0 69 53 66 


Apparently making better showing than 
other locomotive makers and covering divi- 
dend by comfortable margin. Relatively in- 
active stock, but fairly attractive, 





N. Y. Airbrake... R.R.Eq. 4.45 E6.0 46 36 43 


Capital structure simplified “last 3 year. In 
excellent financial condition. Will probably 
show dividend earned twice over in 1926, in- 
dicating ability to increase rate. Attractive. 





Pullman ......... R.R.Eq. J11.68 = J12.07 199 145 189 4.2 


Dividend strongly secured and company’s 
large surplus suggests probability of ulti- 
mate special distribution. This prospect 
seems amply « discounted in present price. 





Westinghouse Air 


8.84 E9.0 146 105 *8 5.6 


Strong issue, desirable long-pull investment, 
but immediate possibilities seem limited 
owing to moderate yield and improbability 
of nearby change in present dividend policy. 





Westinghouse 
Electric ........ Elect.Eq. m 5.95 m6.03 79 65 69 4 58 


Enjoys investment standing ~ by virtue of 
moderate though consistent growth. No 
early change in dividend indicated, but 
shares are attractive for long- pull holder, 








ended March 31. E—Estimated. J—Year ending July 31. 


a Year ended April 80. ‘* Including extra. | Also $1 in special stock. § Plus 4% in stock. n.f.—No figures available. m—Year 








Position of Leading Textile Stocks 





Earned per Share Price Range 
Type of =t——_!_}7— -——1926——_._ Recent Div. Yield 
Company Business 1925 1926 High Low Price Rate % 


COMMENT 





American Woolen. Woolen Def. E0.50 42 19 33 


New management has bent efforts toward 
rehabilitation of company’s business with 
evident success. Common divs. are remote. 
Stock still in uncertain speculative position. 
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Belding Heminway Silk & 
Hosiery 3.23 E3.0 39 27 27 


Margin of earnings over div. requirements 
much too slender to justify optimism. High 
yield indicates dubious position. 





Cluett Peabody... Collars & 
Shirts 8.6 <8. 68 


In sound financial condition and good aver- 
age earning power. Doubtful that present 
div. will be increased but shares are at- 
tractive as spec-vestment on basis of P yield. 





Consolidated 
Textile Cotton Def. . , 4 


Improvement shown in latter months. Too 
speculative to be desirable as new commit- 
ment, however, 





Gotham Silk Silkk & 
Hosiery Hosiery 5.35 E7.0 69 33 


Seems high enough despite possibility of div.’ 
increase. 





Julius Kayser Silk *5.58 E9.0 51 33 


Good earning power under average condi- 
tions but business subject to variation and 
stock must be considered speculative. Div. 
recently increased from $3. High enough. 
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*Year erded Aug. 31, E—Estimated. n.f.—No figures available. 
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= (Continued from page 530) 
«mig anufacturers. On the other hand, having 
failed to make much headway last year, 
prospects for the weaker companies are not 


especially encouraging. 
Tires raised by 1925’s exceptionally prosper- 

ous showing in the tire industry. Earnings 
in the first half of the year were seriously upset by the 
sharp reversal in crude rubber prices. Whereas, in 
the first half of 1925 crude rubber advanced consis- 
tently, in the corresponding period last year, the price 
trend was as uniformly downward. Erratic gyrations 
in the market during the final half of 1925 were dis- 
turbing but caused the tire makers far less concern 
than the weakness prevailing in recent months. 

The reasons are obvious. While crude rubber was 
advancing, it was a comparatively simple matter for 
the tire companies to readjust selling prices of their 
product in alignment with the rise in raw material 
costs. When the rubber market collapsed, however, 
something of the history of 1920 was repeated. The 
industry was again caught with inventories of high- 
priced material. Earnings might still have been held 
to respectable levels had trade conditions remained 
favorable but when automobile sales began to shrink 
in the third and last quarters of 1926, tire sales also 
fell off. 

In the case of the large companies, which do an 
extensive business in rubber footwear, unsettled, 
stormy weather gave no little relief to the inventory 
situation in December. That is, heavy demand for 
footwear enabled some companies to work off part of 
their excess inventories and, incidentally, tended to 
bolster otherwise poor fourth auarter earnings. 

Net results for the whole of 1926, of course, will 
make poor comparisons with the year before. Those 
for the fore part of the new year are likely to fall, 
generally speaking, about midway between these two 
extremes. In any event, there is greater assurance 
of relative stability in the raw material markets than 
in the two preceding years, especially in the case of 
rubber, which with cotton, is the principal item in 
tire manufacture. 

The brighter raw material prospect is slightly 
dimmed, however, by less favorable possibilities in 
respect to sales and production. Replacement demand 
should be well sustained in view of the steady expan- 
sion in automobile registrations. On the score of 
original equipment orders it is problematical that 
tire sales will be as large in 1927 as in 1926 in view 
of the none too certain position of the motor industry. 

In addition to these factors, consideration must also 
be given to the fact that tire prices have undergone 
material revision. The November reduction of ap- 
proximately 15% followed a July drop of about 12% 
and one of 15% in February. Though lower raw 
material prices have tended to stimulate price cutting, 
the unwieldy inventory position and disappointing 
sales volume of the last quarter undoubtedly forced 
selling prices down beyond altogether desirable limits. 
In other words, it would seem that price 
cutting has been indulged in at the expense 
of profit margins, although not to an alarm- 
ing degree. 

The outlook for tire company earnings, 
accordingly, appears about fair. Only a 
careful survey of the position of individual 
companies can shed light upon dividend pos- 
sibilities since conditions are too irregular 
to admit of broad general conclusions on 
this score. 


(THE year 1926 greatly disappointed hopes 


‘to increase by an amount almost as great as the de- 


‘panies and betterment though probably not very re- 


S BY@ENTLY the sugar industry has at 
ugar last emerged from its prolonged period 
of depression. Facing 1927, the outlook for 
refiner as well as producer is decidedly more encour- 
aging than it has been in upwards of two years. 
Raws have steadily recovered from the below-produc- 
tion-cost level of early 1925 to a point where even the 
less favored growers may hope to realize some profit. 
With Cuban raws selling well above 3 cents a pound, 
the lower cost producers, and especially Porto Rican 
companies which enjoy immunity from the domestic 
tariff, may be expected to show excellent earnings on 
new crop sugar, provided, of course, the industry’s 
improvement is not just a mere temporary flash. 

However, there are ample grounds for believing 
that sugar’s recovery has been built upon a sound 
basis. It is well known that, in spite of steadily ex- 
panding world consumption in recent years, sugar 
growers provided an excessive supply of the com- 
modity and, accordingly, were compelled to accept 
ruinous prices for their output. This over-production 
was largely an outgrowth of war-time prices which 
stimulated Cuban producers, especially, to increase 
acreage and plantings. 

Thus, in the two years 1925 and 1926, world pro- 
duction of sugar was approximately one million tons 
in excess of world consumption. Meanwhile, the avail- 
able supply of sugar, that is, stocks on hand, had 
reached a total of nearly 4.5 million tons. The de- 
pressing effect of this burdensome surplus may be 
readily understood. 

Within very recent months, however, the statistical 
position has changed markedly for the better. World 
output of sugar for 1927 is estimated at 23.22 million 
tons, a drop of approximately 1.17 million tons com- 
pared with last year while consumption is expected 
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cline in production. It is probable, therefore, even 
though these estimates may not finally be realized in 
full, that sugar stocks are bound to be cut down 
materially and the relationship between supply and 
demand considerably improved. 

Cuba has contributed to this result in large measure 
by undertaking to limit production in the current year. 
The advisability to thus sacrificing itself to the in- 
terests of the industry may be questioned since it is 
possible that other sugar growers will be encouraged 
to expand production at the expense of the Cuban pro- 
ducers. That is, the price improvement engendered 
by the action of Cuba is simply an inducement to 
other growers to plant more. 

At any rate, regardless of the efficacy of Cuba’s 
action, it is apparent that the economic position of 
the sugar industry has improved definitely. The ulti- 
mate level which raw sugar may reach is not now so 
important as the fact that, with due allowance for 
occasional reactions, the market seems again on a 
footing to permit good earnings for the stronger com- 


markable results for the higher cost operators. 
As for the refiners, last year’s earnings were still 
mediocre since the turn came too late to be really 
beneficial. The spread between raw and re- 
fined sugar has lately widened a little so 
that profits may be expected to increase 
somewhat. 


. HE textile industry has 

Textiles T been passing through 

troublous times. New Eng- 

land mills, especially, have been faced with 

difficulties arising out of a fundamental 
(Please turn to page 588) 
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Position of Leading Automobile Stocks 
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Earned per Share Price Range 
= ST Recent Div. Yield 
Company 1925 1925 1926 High Low Price Rate %o COMMENT 
Co. able to hold its own. No —_ — 
5 in div, indicated. Speculative exploitation 
Chrysler ......... 133 5.81 F6.0 54 28 42 3 7.1 in 1925-26 does not lend confidence to com- 
mitments under present conditions. 
Wel! established Pager y Very oo 
Ai: Ad capitalized but addition of earnings to sur- 
Dodge Bros. “A”.. 4.01 ais s as plus enhances equities. Some possibility of 
div. Fair speculation. 
Doubtful that company will continue rapid 
strides made last year. Dominant position 
General Motors . . unquestioned, however. Will probably pay 
more than $7 regular div. but high enough. © 
May regain some of ground lost last year 
Po a Cdialas R 40 le x but stock occupies highly speculative position. 
High enough. No change in div. indicated. 
Earnings in latter part of year- sharply 
89 lower in consequence of new conditions fac- 
“ ing truck manufacturers, Should be able to 
maintain current div. but unattractive. 
One of strongest ‘independent’? manufac- 
52 turers. Capable management, excellent 
. record and strong earning power. Div. 
seems conservative. High enough. 
Strong financial status and trade a 
place company in favorable light. Coul 
Packard ...... : 31 : continue to pay extras in addition to $2.40 
regular. Attractive speculation for pull. 
Despite company’s relative lack of progress 
5 5 with other leaders last year, position is 
Studebaker ...... , : 47 . fundamentally sound and outlook encour- 
aging. Attractive for long pull. - 
Excellent record, strong financially. No 
Nhi f f c change in div, likely in view of unsettle- 
White Motors.... n.f. _ ‘ 51 . ments in truck industry but stock is attrac- 
tive as semi-investment issue for long pull. 
Has developed new models in past year but 
i ; S y earnings have yet to show expansion in keep- 
Willys Overland.. } 60 4.03 E4.50 34 18 Bot ak bas ing with expectations saleed ty euch ée- 


velopments. Speculative. Not attractive. 
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. * ga extras. a Year ended Nov. 30. c Year ended Aug. 31. d On 800,000 shares now outstanding. E—Estimated. n. f.—Figures 
not available. 
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Position of Leading Motor Accessory Stocks 





Earned per Share Price Range 
Type of =—_——rw—X -——1926——_, Recent Div. Yield 
Company Business 1925 1926 High Low Price Rate % COMMENT 
‘ i Strong financially, Should have little diffi- 
Continental Motors — culty maintaining current rate, Bpeculative 
tngines al.60 al.13 13 possibilities in future development 0 
sf 13 80c 6.1 “Argyll” engine but stock high enough. 4 
Eaton Axle and Axles, In comfortable financial condition. Earnings 
Springs last year considerably above previous aver- 
ry: B ’ age. Dividend secure at present but stock 
3umpers 2.28 J a speculative and not attractive now. as 
Electric Auto Lite. Motor, Successor to activities of old Willys Cor- 
Generatin rf. poration. Good record. Doubtful that extra 
g > divs. will be continued, however. Specula- 
Svstems, 8.82 : tive and high enough at present. 
Hayes Wheel .... Wheels, A victim of 1926 competition. Sharp con- 
Service traction in earnings and inability to cover 
5 8.02 current dividend requirements suggests likeli- 
Parts o. x hood payments will be omitted. Unattractive. 
Kel h - Well developed earning power, though earn- 
elsey Wheel ... Wheels, ings in past three years not up to former 
Etc. 2 : average. Some possibility of higher div. but 
stock high enough for present. 
Co. has fair average earning capacity. 
Motor Wheel .... Wheels, Div. earned by comfortable margin with no 
Etc. . q early change indicated. Some speculative 
Possibilities but not attractive now. 
Spicer Mic. ...:.. Shafts, Holding its own in face of irregular trade 
Frames ’ conditions, Earnings would seem to justify 
’ moderate div, payment. Worth watching 
Etc. 5.05 E4.5 31 18 F vee for opportunity to purchase as speculation. 
Stewart Warner . Speed- Diversified operations tend to make com- 
omieters pany independent of fluctuating motor trade 
Radi ’ 12.57 Fll 92 61 conditions in some measure, Strong finan- 
adio rey . cial status. Fairly attractive as speculation. 
— Carburetors, Bere ic ee = emphasizes 
‘ar Bent! speculative position of issue, Div. not covered 
uretor Shock 797 F6.0 -- 49 by sufficient margin to engender confidence 
Absorbers : A 9.2 in outlook. Unattractive at present. 
; Ranks as one of the strongest companies 
Timken Roller in accessory group. Paying $4 regular and 


Bearings 6.75 E9 85 44 82 *5 6.1 $1 extra. Div, amply protected, could pay 
more. Sound, good speculative possibilities. 
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* Including extras. a Year ending Oct. 31. E—Estimated. n—Earned in first nine months. 
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Part XI. A New Formula for Determin- 
ing Common Stock Values 


A Series of Articles for Investors by JOHN DURAND 


HE market price of a stock may be 

likened to the weighted end of a 
pendulum, suspended from the pivot 
of Intrinsic Value. Some manipulative push at the weighted 
end, or a sudden shift in the pivot’s position, starts the 
pendulum swinging; speculative momentum carries it too 
far, first in one direction, then in the opposite; only to be 
checked at each extreme by the gravitational influence 
exerted by investors and spec-investors through their pur- 
chases and sales, which diminish or augment the floating 
supply. We may, therefore, define Intrinsic Value as the 
investment level about which prices fluctuate under the 
impetus of investment and speculative forces. 

By interpreting the current outlook for a company, its 
industry and general business conditions, in the light of 
past market performances under current conditions of 
speculative activity and the money market, it is possible 
to estimate the upper and lower limits beyond which specu- 
lation is not likely to carry the stock. Whenever a large 
spread is observed between market price and Intrinsic 
Value, one may be sure that one of two things will soon 


PRICE 
MECHANISM 


happen—either the market price will come back to Intrinsic 
Value, and probably pass it; or else Intrinsic Value will 
adjust itself to the market price. The first of these alter- 
natives involves a big price movement with heavy volume 
of sales; the second adjustment leaves the stock to move 
within a narrow trading zone under light transactions. 

Nearly every important manipulative, or spec-investment, 
price movement has its inception in some actual or antici- 
pated change in fundamental conditions or Intrinsic Value, 
and the greatest speculative profits are made by those who 
first detect these altered conditions. It is, therefore, a 
matter of the utmost importance for a trader to keep posted 
on Intrinsic Value. 


In the last analysis, the Intrinsic Value 
of a common stock, like that of a bond 
or preferred stock, is dependent upon only 
three factors—earnings, dividends and the value of money. 
The reader who may be disposed to question this assertion 
should bear in mind that we are now discussing the value 
of a stock as an investment—not its market price. It all 


INTRINSIC 
VALUE 














Intrinsic Value of One Share of Common Stock for Each Dollar of Current Dividend Rate 


Average Annual 
Rate of 
Increase in 
Dividend 
(# of current 
Dividend) 


(Dividends payable quarterly) 


&# True Yield 
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simmers down to a question of yield, disregarding any value 
that may be attached to the stock through mere ownership, 
and stripped of relatively transient speculative considera- 
tions. 

Common stocks as investments differ, however, from 
bonds and preferred stocks in that the dividend rate is not 
fixed; and they are never redeemed. For this reason, the 
investor in common stocks must figure upon the prospects 
f dividend changes and also upon the price that is likely 
to be realized when he comes to sell. In other words, it is 
the Intrinsic Value of a spec-investment for both income 
ind profit that must be estimated; not the present worth 
if an investment for income only. 

With these distinctions in mind, it seems obvious that 
he standard procedure for evaluating bonds and preferred 
stocks becomes wholly inadequate when applied to common 
stocks. The spec-investment yield of a common stock is 
something more (or less) than the simple percentage ratio 
f dividend to market price; for one has to allow for the 
probable appreciation (or shrinkage) in market price which 
results from any prospective increase (or decrease) in earn- 
ngs per share. This explains why a table of comparative 
yields on common stocks may show figures ranging from 
2% to 12%, whereas preferred stocks seldom yield more 
han 9% or less than 5%, in the present money market. 
Variations in preferred stock yields ordinarily refiect dif- 
erent degrees of risk; but common stock yields must also 
low for probable changes in market price. So it does not 


i 


earnings; for the process of deriving what may be termed 
“equilibrium values” (‘Intrinsic Value” is here scarcely 
appropriate) in such instances involves principles that can 
not be included within the limited scope of this article. 


A SIMPLE This table bears the same relation to com- 
RULE mon stocks that the familiar bond tables 

do to bonds. Through its aid, analysts 
can determine the spec-investment value of a stock for 
any yield and rate of dividend increase; or it may be used 
to find the true yield at any market price. The follow- 
ing rule of thumb may be substituted as a short cut for 
the table, under present conditions of money and the stock 
market: “The Intrinsic Value of a common stock, to yield ° 
7%, is 208 times the average annual rate of increase in 
dividend, plus 14.3 times the current dividend.” If, for in- 
stance, a common stock, now paying $6 a share, has in- 
creased its dividend, on an average, $1 every four years; 
its present Intrinsic Value is 208 times $.25, plus 14.3 times 
6—namely, 138. Although the true yield is here 7%, it 
will be observed that the apparent yield is only 4.3%. Cor- 
responding rules of thumb for other true yields may be 
derived readily from the table. Perhaps the table will be 
more readily comprehended by the reader if we remark 
that figures in the body of the table are no other than price 
per share, expressed as a multiple of the current dividend. 
| In other words, they 
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computed from a for- 
mula (see footnote, end 
of chapter) developed 
by the writer, under 
the assumption of.a 
straight line rate of 
increase in dividends. 
It does not cover the 
ease of stocks which 
are passing through a 
phase of diminishing 
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old maxim of, “A dollar 
for dividends and a 
dollar to surplus.” In 
estimating the average 
annual rate of increase 
in earnings per share, 
comparison should be 
made between years of 
prosperity spaced at 
least three to four 
years apart, omitting 
off years. of business 
depression. 

In view of the fact 
that this method of de- 
termining true yield 

has not hitherto been 
aaa 1925\f +f (Please turn to 
page 585) 
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Why Do Annuitants Live Longer? 


HE insurance business is a very exact 
science. The companies have no use for 
guesswork, so they base their calculations 
on “experience.” Sometimes the “experi- 
ence” of an insurance company, as dis- 
closed by the tabulations of its actuary, 

brings to light some very interesting facts—all 
the more so because of the nature of their origin. 

By way of illustration let us take the case of the 
annuitant—the man or woman who pays a lump 
sum for a guaranteed income for life. Obviously, 
the number of years that a man or woman is ex- 
pected to live after paying his annuity fixes the 
annual sum that the company agrees to pay. Many 
years ago this rate (or in other words the average 
expectancy of life) was based on the experience of 
all of its policy holders. In other words, if the 
company found its policy holders to live 65 years 
as an average expectancy, it based its annuity 
rates accordingly. Many companies found them- 
selves to be losing money on this basis, however, 
during the earlier years of this practice because 
annuitants lived longer than other policy holders. 

There is no trifling with insurance company cal- 
culations. It is determined by scientific methods 
that people, with a guaranteed income for life, live 
longer than people who are compelled to face the 
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economic insecurity of the late years of life with 
fear and worry. In the insurance profession it is 
a grim jest that those who “pay in” while they 
live experience a shorter period of life than those 
to whom the company is committed to “pay out’ a 
yearly annuity as long as they live. 

Why do annuitants live longer than others? 
The annuity, of course, in itself is not the cause— 
it is merely an instrument that enables one to ob- 
tain freedom from worry, fear, dependence upon 
others and the numerous mental and physical 
ravages of material insufficiency. To those who 
may have come to look upon “Financial Indepen- 
dence at Fifty” as the hollow echo of a slogan- 
maker, these facts will provide considerable food 
for thought. 

The man or woman who has put aside a “nest 
egg’’ whether it be in well chosen securities of 
merit, savings bank deposits, building and loan 
shares, a home investment, a paid up insurance 
policy or an annuity, looks forward to old age with 
equanimity. Want and worry are destroyers of 
life. Happiness and comfort not only extend the 
span of life but preserve the joy of living. These 
are facts, ascertained with accuracy and care by 
unemotional calculators and leave no room for 
skepticism. 
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Building Dour Future Income 


Protection—Agent of Thrift 


“Life Insurance as an Investment’ Is the Keynote of Insur- 


ance Men’s Campaign During National Thrift Week 


ATIONAL 
Thrift Week, 
sponsored by 

the Y. M. C. A., the 
American Bankers 
Association, Mutu- 
al Savings Banks 
and about twenty 
other national or- 
ganizations, will be 
celebrated through- 
out the country 
during the week of 
January 17th to 
January 20th. This 
year is the tenth 
anniversary of the 
movement to pro- 
mote the spirit of 
thrift and saving 
among the Ameri- 
can people, young 
and old, to encour- 
age more frequent 
visits to the sav- 
ings banks and 
building and loan 
associations; to 
teach the doctrine 
of careful buying 
and intelligent 
spending and to fa- 
miliarize initiated 
investors with the 
safe and sure me- 
diums always at 
their disposal. 

Insurance as a 
medium of saving and investment is not 
to be overlooked by the movement. Jan- 
uary 20th is Insurance Day when the 
modern conception of insurance, viz., 
benefits for the living will replace the 
old and by no means accurate belief 
that “one must die to win.” The man 
who brings up the die-to-win objection 
is no longer to be answered by the none 
too comforting retort, “But you’ve got 
to die anyway, so why. not win!” 

There is a true investment element 
to every life insurance policy with the 
exception of Term Insurance and that 
there is a greater certainty that the 
owner of life insurance property will 
benefit by his savings through this me- 
dium than there is that his heirs will 
benefit. In fact, the records of the 
companies show that there is approxi- 
mately twice as much paid out every 
year by the companies to policyholders 
as to the beneficiaries of the policy- 
holders. 

Twenty-two companies doing busi- 
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What 


Charles E. Hughes 


Says About Insurance 


“It is well for you constantly to emphasize that life insur- 
ance is the effective agency of Thrift. 
the purse that has been discovered is a life insurance policy. 

A reference to the feature of thrift and protection 
suggests the foundation but does not explain the structure. 
As the Supreme Court of the United States has pointed out, 
the object of life insurance is not only protection, but invest- 
ment, that is, the protection is achieved through investment 
and thus the field of cooperation is widely extended. 

You cannot hoard; you must invest. 
largely the funds available for important public enterprises. 
This means that it is the policyholders of the country who in 
large measure are providing through you the means for pub- 
lic utilities, for every endeavor which on the most conserva- 
tive basis gives such assurance of proper response to public 
needs as to justify investment of the funds upon which the 
conservation and productivity of policyholders depend.” 
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ness in New York State in 1925 paid 
in death claims $402,534,990. The same 
companies paid to living policyholders 
$1,053,588,696. Why then is this con- 
dition of such importance to all of us 
of high or low degree? 

Among the statistics which appear 
to be accepted by banks, trust compa- 
nies and the life insurance companies, 
probably the one with which we are 
most familiar is that in which one hun- 
dred young men, each 25 years of age, 
are shown a graphic picture of their 
condition when they reach the hypo- 
thetical retirement age of 65. This 
graph shows that there will then be 64 
living of the original 100. Among the 
64 many will have achieved great or 
moderate success in their life time. But 
when they reach 65 years of age there 
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The best guardian of 


Thus you control very 





will be but one rich 
man, four that 
are comfortably 
wealthy, five who 
are just self-sup- 
porting and 54 of 
the 64 who will be 
alive and depend- 
ent on friends, rel- 
atives or charity. 

Accept this or 
not, as you will. It 
furnishes food for 
thought. What 
means of guaran- 
teed investment 
have you? Passing 
over for a moment 
other good media, 
a life insurance 
policy offers two 
elements, a cost ele- 
ment and an in- 
vestment element. 
Actually, every or- 
dinary life policy 
is an endowment at 
age 96, for beyond 
that age the insur- 
ance companies 
have no figures. 

Doe ter S.-s, 
Huebner of the 
Wharton School of 
Finance, Univer- 
sity of Pennsyl- 
vania, illustrates 
in an_ interesting 
manner the life values inherent in a 
life insurance policy and supplies a 
new definition of the word protection. 
He says: 

“In the past, we have emphasized the 
protection feature of life insurance 
solely, but we have not defined the word 
protection. Protection, as I see it, has 
meant with life insurance, almost alto- 
gether the protection of widows. and 
orphans and that is a very essential 
thing. Do not misunderstand me. It 
may be the most important thing, but 
should we continue to emphasize that 
point of view to almost the exclusion of 
the other point of view? Shouldn’t we 
bear in mind the man who pays the 
premium? Isn’t there some necessity 
for protecting him also? .* * * 
should not life insurance be pre- 
sented also from the standpoint of its 


rrr OOOO 


& 


' protection to the premium payer and 


not merely view it all the time from 
the standpoint of protection to the 
widow and orphan?” 
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Keeping Accounts Building Dour tS uture Sncome Keeping Accounts 


A Practical System of Keeping Books That 
Balance Each Month and Show Progress 


EW individuals have a very ac- 
F curate knowledge of their true 
financial status. They are satis- 
fied to live year after year with no 
true knowledge of just where they 
stand and just how much they are 
saving from month to month or from 
year to year. Many do not want to 
know, that is, they avoid trying to find 
out as the result may not be en- 
couraging. Many do not know how to 
go about finding out. What is the re- 
sult in terms of financial progress? 
The writer has one case in mind that 
illustrates the point; a business woman 
well along in years, whose whole life 
is over-shadowed by the fear that she 
will end in the poor-house. As the 
end of every month approaches and 
she finds but a few pennies cash left 
in her purse, she invariably has a fit 
of blues. Yet, as a matter of fact, she 
is independently wealthy. If she were 
incapacitated today, her savings would 
keep her in comfort. The trouble is 
that she is unwilling to put her finan- 
cial position down in black and white 
for fear it will not be up to her ex- 
pectations. 


She Had Unknown Wealth 


In the course of our years of ac- 
quaintanceship, I have found out that 
she has several paid up insurance poli- 
cies which could be converted into good 
annuities, that she has a number of 
paid up Building and Loan shares and 
that she owns a number of good first 
mortgages which she has acquired on 
the monthly payment plan from time 
to time. In spite of ali this, she can- 
not see or feel that she is getting ahead. 
What she pays. into the Building and 
Loan or the Insurance Company ap- 
pears to her as having been spent. To 
her, the only true savings are the few 
pennies cash left over at the end of 
the month after all of her bills are 
paid. 

This condition is the result of her 
budget which is not supplemented by 
further bookkeeping. There are a 
’ great many housekeepers. who have 
kept accounts and prepared a budget 
and after they have faithfully followed 
this budget for a while, they begin to 
wonder what it is all about, since re- 
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sults do seem apparent. The trouble is 
that the budget is only part of the 
simple bookkeeping which should be 
done in every household. As a matter 
of fact, the keeping of the accounts in 
connection with a budget is the hardest 
part of the whole system. 

There is another picture and that is 
the individual with a small income who 
saves little or nothing because a few 
dollars a month seem to be such a 
futile thing. They too are afraid to 
put their status down on paper and 
look at it, realizing to some extent 
what a depressing picture it would be. 

There are others who would like to 
know where they stand but who have 
a feeling of timidity or false pride 
about going to a banker or an ac- 
countant to find out how to proceed 
to figure up their net assets. 

Among those who are notoriously lax 
in their bookkeeping are those who are 
“in business for themselves.” This 
class includes the farmer, the dairy- 
man, the one man garage, the unin- 
corporated merchants and_ others. 
Many of these so called business men 
neglect even a systematic posting of 
accounts and the collection of bills. 
They pay promptly because their credi- 
tors demand it but they do not require 
the same promptness of their debtors. 
Very often the credit of such men is 
so impaired by poor bookkeeping that 
they cannot borrow money in emergen- 
cies and are forced out of business. 

The first thing required by a banker, 
who is approached for a loan, is a 
statement of the financial status of the 
borrower. If the borrower can show a 
concise, businesslike statement of his 
business over a considerable period of 
time, his credit will be much stronger 
than if it is necessary to go over his 
accounts and patch up a statement 
which has more or less guess work in 
it and which gives little or none of the 
past history of his business. 


Home Bookkeeping 


This applies also to the credit of 
the householder who has to meet an 
emergency by borrowing money. A 
complete statement of his financial 
status over previous years will go a 
long way toward securing a loan which 


might not easily be granted otherwise. 

Everyone should make an accurate 
accounting of his net worth at regular 
intervals. The small merchant and the 
professional man with a moderate in- 
come should do so at least twice a year. 
The wage earner or the salaried man 
should make his account as of the first 
of each month. 

No matter how small a salary is re- 
ceived and how little is put by for a 
rainy day, it should never be left to 
guess work as to what the total of all 
savings amounts to and just how much 
is added month by month. Just because 
twenty-five dollars is left unspent at 
the end of the month does not mean 
that much has been saved unless all 
the bills have been paid. All the bills 
have not been paid if there is an in- 
surance premium to be paid three 
months later. One-twelfth of the 
twenty-five dollars saved this month, is 
due toward that insurance premium. 

It -will require a little effort to get an 
account started but once started, it 
requires but a few moments at the end 
of the month to bring the account up to 
date. The “balance sheet” in the ac- 
companying illustration gives a de- 
tailed basis for the average salaried 
man to go about figuring up his net 
worth. 


First, One Must “Take Stock’ 


The first thing to do is to make a 
list of everything owned which has a 
marketable value, together with the 
date when acquired and the cost. Add 
to this list the source of all income 
such as stock dividends, interest on 
bonds and the like. List any assets 
which are being added to by monthly 
payments such as Building and Loan 
shares. 

Next make a list of all liabilities such 
as life insurance premiums, taxes, 
water and sewer rents, fire insurance 
premiums, club or fraternity dues or 
next winter’s coal bill. 

Having completed the lists, the next 
thing to do is to make the original 
computations. Real estate values 
should be appraised, as should also 
household furniture and fixtures. As 
to how much detail will be gone into 
as regards the value of this equipment 
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would depend upon the individual and 
he extent of the holdings. Quick as- 
sets, such as stocks, bonds and the like, 
hould be entered at their market value 
mn the date of entry. Life insurance 
and Building and Loan investments 
should be given their surrender value in 
cash. The surrender value of Life In- 
surance appears in the policy and the 
surrender value of Building and Loan 
shares may be secured from the Secre- 
ary of the association. 


How to Figure Liabilities 


The accrued value of all interest, 
lividends or other income, should be 
»ntered. The accrued value means that 
if a dividend is received regularly every 
six months, on for instance July ist 
and December Ist, then five-sixths of 
the dividend will have accrued on June 
ist, four-sixths on May Ist, etc. 

Liabilities which have accrued up to 
the date of the original entry should be 
figured in the same manner. This 
should be calculated so that the total 
liability of any item will have accrued 
on the first of the month in which the 
bill becomes. due. 

Monthly receipts such as wages, 
rents from houses owned, ete. DO 
NOT APPEAR 





once a year. The other accounts 
change by the amount of their respec- 
tive monthly increments up to the first 
of the month in which they are due. 
They then start to accrue over again 
month by month until they are again 
due. 


The Value of Accounting 


It is evident that this sort of an 
account is the only one which will give 
the true status of the individual and 
the true savings for any period. An 
inspection of the account will show 
whether the bank balance plus the 
salary expected and plus any other in- 
come due during the month, wil! be 
sufficient to meet all of the bills for 
the month including the budget and the 
bills which have fully accrued. The 
account will also reveal when the bank 
balance is large enough to warrant 
new investments. This is a point which 
makes it well worth the trouble of 
making up this account, as it is the 
experience of many that two or three 
months interest is lost before it be- 
comes apparent that there is an excess 
of bank balance over future liabili- 
ties. 

The monthly account may not be 





practical for the merchant, farmer, or 
professional man but such an account 
should be kept at least every six 
months. At this time a special effort 
should be made to collect old debts, to 
adjust inventories, or to figure on busi- 
ness expansion. If the sale of a busi- 
ness is contemplated, r.othing would be 
better evidence of the value cf the en- 
terprise than such a statement ot the ~ 
status of the business. 


Accounting Makes for Efficiency 


An income tax expert of Washington 
once told the writer that he thought 
the income tax has not cost the country 
acent. He said that, while it was true 
that a few of the large cornorations 
kept adequate and accurate accounts, 
there were a surprising number of cor- 
porations and individuals who had to 
be taught the principles of good ac- 
countancy in order to make out a cor- 
rect tax return. He further said that 
his statement was certainly true as 
regards the vast majority of small 
merchants and professional men. 

His statement meant that the in- 
crease in efficiency which inevitably 
follows good bookkeeping would ac- 
count for an increase in earnings at 

least equal to the 





except as cash on 
hand at the end 
of the month. 
Bills incurred 
and paid during 
the month DO 
NOT APPEAR 
in the account. 
Bills remaining 
unpaid on_ the 
first of the month 
should be entered. 

Finally all cash 
on hand and in 
the bank should 
be entered. The 
total of all the 
assets listed will 
give the total 
gross assets 
owned and _ the 
total of all the 
accrued and other 
liabilities 
will give the total 
liabilities. The 
difference gives 
the net assets or 
net worth as of 
the date of entry. 

The entries for 
succeeding 
months become 
a matter of but 
a few minutes’ 
work. It will 
probably not be 
necessary to ap- 
praise real estate 
and __ household 





DESCRIPTION 


investor is “worth” 


ASSETS 


DESCRIPTION 


LIABILITIES 


DUE 


This is a copy of the actual accounting system used by the author which, brought up to 
date at the end of every month enables one to tell at a glance, not only how much the 
4 t also how much progress has been made during the month. 


tax paid, taking 
the country as a 
whole. While the 
statement may be 
considered to be 
an exaggeration 
by some readers, 
the fact remains 
that there has 
been a great im- 
provement in the 
bookkeeping of 
those who have 
been compelled to 
pay a federal in- 
come tax and this 
improvement has 
resulted in in- 
creased business 
efficiency. 


Worth While 


The object of 
this writing is to 
bring to the at- 
tention of the 
wage earner, the 
man with a small 
business or the 
man of small sal- 
ary, the necessity 
of doing a little 
simple bookkeep- 
ing. These people 
will find how well 
it pays to do so 
in dollars and 
cents and in in- 
creased knowl- 
edge. 








goods more than 
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Securities . Building Dour Future Income Securities 








This is the third of a series of cles, | 
on the technique of handling securities. 


Borrowing Money to Buy Securities 


The Dangers of “Margin Trading” Contrasted with the Advantages of Using 
Borrowed Funds to Accumulate Solid Investments for Permanent Retention 


By STEPHEN VALIANT 





UYING securities TO OOO Ee ee that he has borrowed 

with borrowed funds $4,000 which he is obli- 

may or may not in- S our old readers know, the BYFI Department _ gated to pay back ulti- 
volve speculation, but in 5 d h ; ‘oneilt mately. The fact is, of 
any event, whether this is no advocate of the practice of “trading on course, that he has obli- 
method of acquiring a margin” especially as far as the small investor is gated himself to the ex- 
security is for temporary S d tent of $4,000 in ad- 
use or for permanent in- concerned. The large factor of risk that attends dition to the amount 
vestment, it carries with it this practice is secondary only to the fact that in- _ Paid up in cash. Further- 
certain responsibilities 2 ; i z . ‘ more, *the actual responsi- 
that do not exist with an _—-vestors in this class can ill afford to give their securi- _pility varies with the 


outright purchase for ies the ti n n t . several kinds of trans- 
cash. And, like everything anes eins thought and constant attention that actions that one is able to 
else, there is a right way such trading requires. If, on the other hand, the effect upon borrowed 


a ra haaaaal of going intent of the buyer is to systematically accumulate °2P tal. 
Credit is usually so sound investments, ultimately to be completely paid How You Can Buy on 


wet - ee Rep tl for, we heartily commend borrowing on the right sated 
is apt to take the pro- basis to get on the way to Financial Independence. There are three methods 
cedure of buying with bor- of buying securities on 
rowed funds so much for TTL LIL CTT HL EL credit. The most widely 
granted that the funda- used form, perhaps, is the 
mentals of the transaction are over- or bonds, he may gain the impression purchase of stocks or bonds through a 
looked. By way of illustration, when that he has no further obligation than broker “on margin.” Here the buyer 
a man puts up $1,000 in cash against possibly “risking” his thousand, merely advances from 10 to 25 per cent (some- 
the purchase of $5,000 worth of stocks because no one emphasizes the point (Please turn to page 579) 








BYFI Makes a Suggestion 


to the Inexperienced Investor 


These investment recommendations are now a regular feature 

for the guidance of BYFI readers. With the original selection 

of each issue, safety of principal has been a foremost con- 

sideration. Each issue is watched continuously and will be 

replaced at any time that it may become unfit for retention. 

Such changes will, of course, be brought to the reader’s 
attention, if and when they occur. 





mate 
Price Maturity 
Savings bank accounts are recommended for Cuba R., R. Ist 5s, 1952 
deposit of regular savings, to yield -. 4to4Kg American Sugar Ref, 6s, 1937 


ala U. 8S. Rubber Ist 5s, 1947 
Shares of well managed Building & Loan Assn. West Penn Electric $7 Pfa 


ty 
ee eee | Eee ee ee 
ot A j 
the investor and yields a return of --. 8t03%% ae ae wee a a. or Bee 


*Laclede Gas Light Ist and ref. 5%s, 1952 105 5.17% THE NEXT $5,000(a) 


mang ned Line Ist Cons. 6s, 1945+ 
assau ectric 4s, 1951 
THE NEXT $1,000 Western Maryland Ist 4s, 1952 
; Brooklyn-Man. Tr. $6 Pfd............ 

tBaltimore & Ohio ref. 5s, 1995 International Paper $7 Pfd 
¢Commonwealth Power 6s, 1947 American Tel. & Tel. common 
+N. ¥. Steam Corp. 6s, 1947 ij (a) This group is selected with a view toward probable enhance- 
Western Pacific Ist 5s, 1946 ee ee hold at present R 

*Available in $100 units. tAvailable in $500 units. Armour of Del. guar. 54s, 1943. I sr cesar cs: acl tae: 


THE FIRST $500 Approxi- Yield | $5,000 FOR INVESTMENT Approxi- Yield 
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you may be interested. 





The Inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
yearly subscriber, you are entitled to re- 
ceive FREE OF CHARGE a reasonable 
number of PERSONAL REPLIES BY 
MAIL OR WIRE on any security in which 
Inquiries cannot 
be received or answered by telephone nor 
can personal interviews be granted by this 





“se evaece ‘Seer. OP 


CMI i tte 


ANSWERS TO INQUIRIES @ 


SUBSCRIBERS—ATTENTION 
department. 


If you are a 


swered. 


The inquiries presented in 
each issue are only a few of the thousands 
currently received and replied to. The 
use of this personal inquiry service in con- 
junction with your subscription to the 
Magezine should help you to get hundreds 
or thousands of dollars of value from your 
$7.50 subscription. 
subscribers of course 








Inquiries from non- 
cannot be an- 

















FISK RUBBER 


I notice you think well of United States Rubber 
n your review of possible market leaders for 1927. 
i do not hold any of this stock but I do own 60 
hares of Fisk and wonder if a possible rise in 
. S. Rubber would not be reflected in this stock. 
‘understand Fisk is giving a good account of 
tself ——- I paid 19 for my stock.— 
(Miss) M. A. » Springfield, Mass. 
plein wnilittens existing in the 
tire industry during the greater part 
of 1926 the ability of Fisk to earn the 
equivalent of $2.23 a share on the com- 
mon, while liquidating most of the ac- 
cruals on the preferred and manage- 
ment stocks, seems a _ noteworthy 
achievement. To quote the president 
of the company: “The tire industry in 
1926 contended against a drastic de- 
cline in the price of its two chief raw 
materials—crude rubber and cotton. 
Regardless of this condition, gross sales 
less returns and allowances amounted 
to 68 millions, etc.” Fisk entered the 
1926 year in a strong inventory posi- 
tion, which is believed to have been im- 
proved in recent months, thus placing 
the company in a position to derive the 
maximum of benefit from operations. 
Finances are sound, current assets 
amounting to about 37 millions, against 
current liabilities of less than 3 mil- 
lions, a ratio of about 12% to 1. View- 
ing the comparatively stabilized condi- 
tion of the raw material markets the 
outlook is good for a satisfactory vol- 
ume of business in 1927. On the basis 
of the foregoing the stock seems to be 
selling rather lower than is warranted 
by circumstances. It might be expected 
to reflect an advancing rubber market. 


ALLIED CHEMICAL 


I bought 30 shares of Allied Chemical common 
stock at 144 in anticipation of an increase in the 
dividend or an extraordinary disbursement of 
some sort. The dividend increase materialized 
but the stock declined 6% points the day the 
news was published. I cannot understand this. 
Instead of my anticipated profit I find myself 
with a loss of practically ten i, What 
a you advise me to do?—W. , Chicago, 


By declining sharply upon publica- 
tion of an increase in the common stock 





l_ Be brief. 


Are You Sure of Your Broker? 

We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. We 
make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 


Subscribers wishing to avail themselves of the privilege of the 
Inquiry Department should be guided by the following: 


2 Confine requests for an opinion to three securities. 
3 Write name and address plainly. 











dividend Allied Chemical ran true to 
stock market form. What you do not 
seem to realize is that the market in- 
variably discounts future prospects 
rather than past performances. Hence, 
there was no sound reason for expect- 
ing this stock to continue its upward 
course. As a matter of fact, we are 
convinced that you purchased your 
stock at an unduly high level. Conced- 
ing this company to be strong finan- 
cially, earnings are an important fac- 
tor in governing the market movements 
of a stock, and even sanguine well- 
wishers do not anticipate that Allied 
will show earnings of more than $9 a 
share for 1926. Selling at 185 and 
paying $6 in dividends the stock yields 
but 4.44%; therefore, it cannot be said 
to be attractive as an investment. Fur- 
ther, the company operates in a highly 
competitive industry and despite the 
diversification of its products you have 
not absolute assurance that 1926 profits 
will be equalled, much less surpassed 
in the forthcoming season. We believe 
that a switch to Peoples Gas Light & 
Coke would work out to your advan- 
tage. 


ATLANTIC G. & W. INDIES S. S. 


Do you think I will ever be able to retire from 
my investment in Atlantic Gulf & West Indies 


common stock at a profit? I bought 25 shares 
at 38. From time to time the company has 
seemed to give promise of better things, but for 
some reason or other it has lapsed into its in- 
different performances. How do you view the 
outlook?—M. T. M., Montreal, Quebec. 

Net earnings of the Atlantic Gulf & 
West Indies S. S. Co. for the 1926 sea- 
son will probably register a consider- 
able decline from those of the previous 
year, when $5.63 a share was earned 
on the common. This assumption is 
based on the fact that net in nine 
months equaled only $2.28 a share on 
the preferred. The abnormal labor 
situation in Florida, unprofitable chart- 
ers and congestion in southern ports 
seriously handicapped operations, keep- 
ing profits down to a minimum. How- 
ever, it is well to bear in mind that dur- 
ing 1926 Agwi paid off 2 millions of 
loans contracted incidental to the re- 
acquisition of the Ward Line, a sum 
equal to an appreciable figure on the 
preferred. The outlook is more favor- 
able than otherwise. The fleet has been 
augmented by seven new vessels which 
are the latest word in construction for 
coastal business. With the tourist sea- 
son before it, its tanker fleet 50% 
chartered for 1927, superb additions to 
its fleet and higher freight rates ob- 
taining, the outlook is brighter than 
it has been for some time. We believe 


(Please turn to page 562) 


When Quick Service Is Required, Send Us a Prepaid 
Telegram and Instruct Us to Reply Collect 
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WILL BUSINESS HOLD UP IN 
1927? 


(Continued from page 502) 








crops, estimated at $1,229,000,000. 
The enormous crop and the fine 
quality of Winter wheat harvested— 


and another crop up to good stands and - 


entering the Winter in excellent condi- 
tion—led to an expansion of the mill- 
ing industry and gave this district first 
rank in flour production. The flour 
output from January 1 to the end of 
November was 15.7% above that for 
the like period in 1925. 

The livestock industry, second only 
to that of agriculture, had a good year. 
Production of meat animals made good 
progress and while market supplies of 
all classes of livestock, except sheep, 
fell below those for the preceding year, 
prices were better balanced and gen- 
erally more satisfactory to growers. 
Dairy production made good gains, and 
there was heavy marketing of poultry 
and eggs. The wool clip was the larg- 
est for several years. 

Meat packing operations were moder- 
ately heavy but not quite up to the 
record of 1925. The official count of 
cattle, calves, hogs, sheep and lambs 
purchased and slaughtered during the 
first eleven months of the year totaled 
12,598,293, a decrease of 368,304, or 
2.8% from the record for the like 
period in 1925. 

Reports of the mineral industries re- 
vealed remarkable progress. Several 
new high records were established. 
The output of crude oil increased in 
late Autumn and in November was the 
largest for any month of record. The 
final figures were expected to show the 
year’s production a few thousand bar- 
rels less than in the preceding year, 
but higher average prices gave the 
1926 output a value greatly in excess 
of that for 1925. 


Condition of Key Industries 


Soft coal production in the week end- 
ing November 20 attained the highest 
peak in four years, and the tonnage 
mined during the calendar year was 
larger than in 1925. Production and 
shipment of lead and zine ores in the 
Missouri, Kansas and Oklahoma dis- 
tricts exceeded the tonnages of the pre- 
ceding year, but values were smaller 
on account of the lower prices. There 
was no apparent slowing down in the 
camps of Colorado and New Mexico 
where metal mining operations were 
the greatest for many years. The. ar- 
rival of Winter caused the usual slow- 
ing down of operations at plants manu- 
facturing cement, brick, mineral paints 
and clay products, while operations at 
glass plants increased. Production in 
these industries for the year was 
slightly larger than in 1925. 

Building operations and public work 
throughout the district, as a whole, 
were heavy, and the value of contract 
awards in eleven months was greater 


542 


than for the same period in 1925, al- 
though in reporting cities the value of 
permits decreased, indicating that 
building shortages in these cities had 


been overcome and construction was in. 


keeping with the seasonal demand. 


Twelfth Federal Reserve Dis- 


trict (San Francisco) 


CTIVITY in 

extractive 
industries, such 
as agricultural, 
lumbering and 
mining, volume 
of distribution 
or trade at wholesale and retail, real 
estate transaction both urban and 
rural, development of natural resources 
such as hydro-electric power and irriga- 
tion water supplies, together with the 
necessary financing of these activities, 
are the major constituents of a com- 
posite picture of general business con- 
ditions in the Twelfth Federal Reserve 
District. In nearly all of these fields 
the year 1926 was a year of great 
activity, and the total volume of busi- 
ness transacted was of large propor- 
tions. A sound credit situation pre- 
vailed throughout the year. Funds 
were continuously in adequate supply 
and interest rates remained at mode- 
rate levels. 

Agricultural yields of 1926 were in 
most cases greater than, or equal to 
those of 1925. Prices of farm prod- 
ucts, in general, were lower during the 
1926 marketing season than they were 
last year, but, because of more abund- 
ant yields, aggregate financial returns 
to agriculture have not differed 
greatly from the 1925 figures. Physical 
conditions which favored livestock and 
livestock ranges, together with a gen- 
eral tendency toward market improve- 
ment, have strengthened the position of 
the district’s important livestock indus- 
try. 

In the group of non-agricultural in- 
dustries which furnish adequate data 
upon which to base a judgment, pro- 
duction: was greater during 1926 than 
during 1925 in lumbering, flour milling, 
and non-ferrous metals mining, while 
production of petroleum _ declined 
slightly. Monthly figures of value of 
building permits issued in 20 principal 
cities of the district have consistently 
been 10% or more below the figures 
for corresponding months of 1925, 
which was, however, a year of record 
building activity. This decline in urban 
buildings, considered in conjunction 
with an increase of approximately 12% 
in the district’s lumber cut (about 
50% of which is ordinarily used within 
the district), indicates, perhaps, that 
building activity increased in rural 
communities during 1926. It is also 
reported that the volume of work in- 
volved in engineering projects under- 
taken during 1926 was larger than in 
recent years. Practically full employ- 
ment of labor during the year is con- 
firmatory of other data showing a high 
level of general industrial activity. — 


By 
John V. Calkins 
Governor 
Federal Reserve Bank 


of San Francisco 


Volume of distribution, as indicated 
by trade at retail and at wholesale and 
by carloading figures, declined slightly 
during the first months of 1926, as did 
general business activity, but later in- 
creased, due allowance being made for 
seasonal fluctuations. Sales at retail, 
on the whole, have been greater in 
value during 1926 than during 1925. 
Trade at wholesale during the first six 
months of 1926 proceeded at levels ap- 
proximately 6% above those of 1925, 
but since June, 1926, value of monthly 
sales has generally been less than in 
corresponding months of last year. 
Such comparisons of value of wholesale 
trade in 1926 and 1925 should allow, 
however, for the lower level of whole- 
sale prices which prevailed in 1926, as 
well as for the fact that trade at whole- 
sale was more active during the last 
half of 1925 than at any time since 
1920. 

Demand for credit in the district ex- 
panded more or less steadily through- 
out the year 1926, and condition re- 
ports of city member banks reflected 
not only a high level of business ac- 
tivity, but sound banking strength as 
well. Volume of total loans at these 
banks increased throughout the year, 
rising to record levels ($1,291,949,000 on 
November 24) toward its close. In- 
vestment holdings of the banks showed 
but little change and total loans and 
investments increased by approximately 
the amount of the increase in total 
loans. Growth in the loan item was the 
result partly of an increase of approxi- 
mately 5% ($46,500,000) in so-called 
commercial: loans, and partly of an in- 
crease of approximately 15% ($44,- 
000,000) in loans on securities. Al- 
though the peak of the crop moving 
season in the district was past in 
October, demand for credit, as reflected 
in condition reports of 65 city member 
banks, continued to expand during 
October and early November. This in- 
crease in demand for funds was similar 
to that which occurred in 1925 and 1922, 
periods of increasing business activity, 
but was contrary to the decline which 
occurred after the peak of the harvest 
season in 1924 and 1923, when, rela- 
tively, business was not so active. It 
must be remembered that these are 
figures of city banks and that if data 
were available for all banks, country 
and city, different movements might be 
reflected. Such information as can be 
secured indicates that country. banks 
have effected a substantial liquidation 
of their borrowings as crops have 
moved to market. 

Member bank demands upon the 
Federal Reserve Bank of San Fran- 
cisco were, in the aggregate, heavier in 
1926 than in 1925. The total of bills 
discounted at the Federal Reserve Bank, 
which during 1925 increased steadily 
from a low of $8,000,000 in January to 
a peak of $70,000,000 in November, has 
fluctuated about the 50 million dollar 
level during most of the year 1926. 

Despite the increased use of funds 
this year as compared with last, inter- 
est rates have, on the whole, been un- 
changed, a reflection of an adequate 
supply of available bank credit. 

(Please turn to page 544) 
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Early Year Trade Promising 


Post-Inventory Prospects Fair as Industry Con- 


tinues Active—Margins Narrow But Prices Stable 





STEEL 








No Significant Changes 


P to the present time there has 
U been no clearly defined trend. 
Conditions, as they appear now, 
are little changed on the surface; and 
a quiet, drifting market exists. New 
business continues rather disappoint- 
ing and many mills are pressed to 
maintain 70% capacity, although the 
Steel Corporation is running at 75- 
80%. Seasonal influences are largely 
responsible for this situation; but, on 
the other hand, a sudden revival of 
buying on a large scale and a high 
rate of production is hardly to be ex- 
pected. Those who are well acquainted 
with the industry as a whole do not 
anticipate any unusual activity for 
some time, though confidence is not 
lacking in many quarters that business 
during the early part of the new year 
will approach last year’s average. 
Production in 1926 established a new 
record. Slackening tendencies must not 
be accepted as a gauge for the future 
at this time, as changes in the rates of 
(Please turn to page 544-B) 





COMMODITIES* 
(See footnotes for Grades and 
Unit of Measure) 
1926 —______, 
Low *Last 


0 $35.00 $35.00 
1 18.50 





Steel (1) 35.0 
Pig Iron (2).... 20. 7.00 
Copper (3) 5 0.13% 
Petroleum . 2.29 1,78 


Rubber (12) 

Wool (13) 

Tobacco (14)..... 

Sugar (15) 

Sugar (16) F 

Paper (17) 0.0334 0.038% 
Lumber (18) 20.65 


*Jan. 4, 

(1) Open hearth billets, $ per ton; (2) 
Basic Vailey, $ per ton; (3) Electrolytic, 
c. per pound; (4) Mid-Continent, 36°, $ per 
bbl.; (5) Pittsburgh, mine run, $ per ton; 
(6) Spot, New York, c. per pound; (7) 
No, 2 red, New York, $ per bushel; (8) 
No. 3 Yellow, Chicago, $ per bushel; (9) 
Light, Chicago, c. per pound; (10) Top, 
Heavies, Chicago, c. per Ib.; (11) Rio, No. 
7, Spot, c. per lb.; (12) First Latex crepe, 
c. per lb.; (18) Ohio, Delaine, unwashed, 
ce per lb.; (14) Medium Burleigh, Ken- 
tucky, c. per Ib.; (15) Raw Cubas, 96° 
Full, Duty, c. per Ib.; (16) Refined, c. per 
Ib.; (17) Newsprint per carload roll, c. per 

(18) Yellow pine boards, f. 0 b. $ 


” 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—While year end mill commitments were light, par- 
ticularly in structural steel, pressing some mills to main- 
tain 65%-70% operations, industry enters 1927 with con- 
fidence. Building operations pending and heavy railroad 
“i presage active early months. Pig iron trends 
ower. 


PETROLEUM—Prices are showing more strength at current 
levels despite continued heavy production, which is hold- 
ing well over 2 million barrels daily. Gasoline demand is 
seasonally well maintained while fuel and bunker oils dis- 
play a rising price tendency. Sustained heavy consump- 
tion improves nearby outlook. 


METALS—Little change is yet in evidence as dullness con- 
tinues to pervade metal markets. Prices of primary 
metals have lost ground and at end of December were 
close to year’s low. In view of a not unfavorable statisti- 
cal position copper at least shows prospects of early 
strengthening. 


TEXTILES—Cotton mills continue active and sales are well 
maintained. While prices are lower than a year ago, 
operations are conducted on more favorable margin. 
Woolens and worsteds stocks are low and goods are mov- 
ing freely under the stimulus of cold weather. Silk buy- 
ing is cautious and in view of increasing stocks manu- 
facture is being slightly curtailed. 


SUGAR—Active buying at year’s opening gave sugar new 
impetus on its upward trend. Prospects appear favor- 
able for 314 cent levels, which will materially better the 
position of Cuban growers. Refiners maintain their 
favorable spread by a rise to 614 cents. 


LEATHER—Past months have afforded ample evidence of 
more carefully regulated stocks and less seasonal fluctua- 
tion; hence tanners and leather companies are more 
favorably situated than in any time in recent years. 
While hide markets are stronger the tanners’ margin 
has improved. Shoe manufacturers are shortly expected 
in sole and upper markets. 


BUILDING—While building from a country-wide standpoint 
shows unmistakable signs of tapering off as surpluses 
appear in various sections, projects underway and con- 
templated during first quarter would indicate no abrupt 
decline in volume. 


CHEMICALS—Although new business is somewhat less dur- 
ing the inventory period, contract deliveries are in heavy 
volume and prospects for both industrial and fine chemi- 
cals are favorable with little change in prices. Fertilizer 
manufacture is depressed as result of impoverished 
Southern market. 

SUMMARY—Beginning of new year affords stimulation to 
trade, and while inventory period restrained heavy com- 
mitments, nearby prospects are relatively satisfactory. 




















(Continued from page 542) 


Eleventh Federal Reserve Dis- 
trict (Dallas) 


By ERHAPS no 


section of 
Lynn P. Talley, the United 
Governor 


States is en- 
Federal ReserveBank dowed with a 
of Dallas 


larger or more 

diversified store 
of natural resources—in the mineral, 
vegetable and animal kingdoms—than 
that part of the Southwest embraced 
within the Eleventh Federal Reserve 
District. For that reason, this section 
has a wide reputation for its recupera- 
tive powers in the face of business and 
industrial depressions. These powers 
were severely tested in the Fall of 
1926 when the cotton market collapsed 
under the crushing strain of a record- 
breaking cotton crop and the district 
was forced to sell its principal product 
at prices below the cost of production. 
The crash in the cotton market shook 
the business structure of the district to 
its foundations, but failed to wreck it. 
Thanks to the diversified character of 
the district’s industries, the volume of 
business at the end of 1926 was ap- 
parently but little below the level of 
business activity at the end of the pros- 
perous year of 1925. 

The situation illustrates the capac- 
ity of this section of the country for 
absorbing punishment. And punish- 
ment seems the appropriate word to 
describe what took place, not only in 
this district but throughout the South, 
inasmuch as the cotton producers had 
abundant warning in the Spring of the 
year that another large crop, in the 
wake of the top-heavy crop of 1925, 
would be disastrous to the price of 
their product. 

It is too early, of course, to estimate 
with any degree of accuracy the full 
effects of the cotton debacle. At the 
present time, however, there is no 
visible evidence or threat of any gen- 
eral breakdown in the business and in- 
dustrial situation in the southwest. It 
is true that a tendency toward a gen- 
eral tightening up in the credit policies 
of banks and of wholesalers, jobbers 
and retailers has made its appearance. 
Seasonal liquidation of indebtedness 
has been somewhat below normal since 
October. The district’s business mor- 
tality rate, as reflected in the monthly 
figures on commercial failures, has 
shown an upward trend. But aside 
from these dips in the business curve 
the course of production, distribution 
and consumption in our section has 
thus far shown no alarming symptoms. 

Building activity in the Eleventh 
District has been gradually declining 
since May, 1926, but this trend appears 
to have no connection with general 
business conditions. There is good rea- 
son to believe that it merely reflects 
a healthy adjustment to the district’s 
‘normal housing needs. 

Installment buying, apparently stim- 
ulated rather than depressed whenever 
the flow of funds into the district is 
curtailed by adverse agricultural condi- 
ditions, appears to be one of the sus- 
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taining factors in the present volume 
of trade. Purchasing power in general 
reflects weak spots locally in the case 
of communities or individual farmers 
that have relied too heavily upon cot- 
ton as their principal means of sub- 
sistence. In these cases, however, a 
valuable lesson has been taught and the 
cause of diversification has received an 
impetus that it would have taken years 
of theoretical propaganda to impart. 


Eighth Federal Reserve District 
By ‘XCEPT for 
William. McC. coche 
some lines and 
Chairman of the sections of the 

Board and Federal : ; 
business  situa- 
tion during the 

Federal Reserve 

Bank of St. Louis has developed 
no marked 
period immediately preceding. Slowing 
down in activities, which began earlier 
but in most instances the recession was 
seasonal in character, and several lines 
moderate gains last month. Taken as 
a whole production and distribution of 
levels, and with the exception of 
localities, where effects of unfavorable 
felt, there is no diminution apparent 
in the demand for goods or purchasing 
vidual accounts in the principal cities 
of the district during November showed 
month in 1925, but a decrease of 7.7% 
under October. The loss in the month- 
largely by the fact November was a 
one day shorter month than its prede- 
As is usual at this time of year, in- 
terest in merchandising centered 
shopping, as indicated by most recent 
reports, got an early start, and has 
stimulus to retail buying has been the 
arrival of colder weather, which has 
ment of seasonal goods, particularly 
apparel, fuel and heavy footwear. Gen- 
tively much better in the large cities 
than in the country, and through the 
of backward buying due to the low 
price of cotton. November sales of the 
cities of the district were 8.2% over 
the same month last year, and gains 

houses and five and ten-cent stores. 
The trend in wholesaling was slower, 
decreases greater than could be ascribed 
to seasonal influences. Generally ad- 


(St. Louis) 
Nil tes unevenness in 
district, the 
Reserve Agent 

past thirty days 
changes as contrasted with the similar 
in the Fall continued during November, 
which showed losses in October recorded 
merchandise were maintained at high 
local conditions are making themselves 
power of the public. Debits to indi- 
an increase of 0.4% over the same 
to-month comparison is accounted for 

cessor and contained three holidays. 
chiefly in the retail section. Holiday 
been in heavy volume. An additional 
had the effect of accelerating the move- 
erally, however, results have been rela- 
South there are increasing complaints 
department stores in the five largest 
were also shown by the mail order 
with several important lines reporting 
vance bookings were the smallest for 


any similar period in the past five 
years, but during the past three weeks 
current sales have been substantially 
augmented by fill-in orders of holiday 
goods and seasonal merchandise. A 
further sharp slump took place in both 
production and distribution of automo- 
biles, and generally through the iron 
and steel industry activities were con- 
siderably below those of the preceding 
month, though about equal to a year 
ago. The general disposition to reduce 
stocks against the inventorying period, 
slowing down in building and slack 
buying by the railroads were factors 
in the smailer sales of iron and steel 
products. 

According to reports of the Employ- 
ment Service, United States Depart- 
ment of Labor, employment in this dis- 
trict decreased during the past thirty 
days. The losses, however, were chiefly 
seasonal, and no larger than the aver- 
age at this period during the past sev- 
eral years. 4 

While a slowing up in buying of coal 
has been felt in the principal mining 
fields of the district, there is still con- 
siderable activity and production con- 
tinues at high levels. The recent heavy 
demand, occasioned by the strike of 
British miners, resulted in a general 
reduction of stocks, and in the imme- 
diate past there has been extensive pur- 
chasing to build up depleted reserves. 
This buying coupled with stimulation 
given the domestic trade by recurrent 
cold spells, has served to absorb the in- 
creased output of the mines, and to 
hold prices steady at the slight reduc- 
tions from the peak levels of early 
November. In the Illinois, Indiana and 
Western Kentucky fields, mine oper- 
ators have a fair volume of unfilled 
orders, and there is relatively little 
complaint of cancellations. In the im- 
mediate past, however, Eastern mines 
have increased their offerings in the 
Middle West, and the tone of the mar- 
ket is weaker, particularly on steaming 
grades. 

According to officials of railroads op- 
perating in this district, the movement 
of freight continues at unusually high 
levels for this time of year. Open 
weather and heavy loadings of coal and 
merchandise were largely responsible 
for the gains shown over the corre- 
sponding period in 1925. 


Third Federal Reserve District 
(Philadelphia) 


By HE last two 


months of 
1926 have wit- 
nessed a_ con- 
tinued good vol- 
ume of produc- 
tion and trade 


Federal ReserveBank in the Philadel- 
phia Federal 


of Philadelphia 
Reserve Dis- 


trict, with some recession from the 
high levels of October. Factory’ 
activity in the district slackened 
somewhat in November, as indicated by 
a reduction in employment and payrolls, 
(Please turn to page 546) 


Richard L Austin 

Chairman of the 

Board and Federal 
Reserve Agent 
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HOMES 


How many homesare interested in General Motors? The 
homes of 170,000 employes, of 20,000 dealers and their 
employes, of 50,000 stockholders and of the employes 
in 6,000 sources of materials and supplies. As many 
homes, in cotal, as in Detroit, a city of 1,242,000. 
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CHEVROLET - PONTIAC + OLDSMOBILE + OAKLAND =, 
CADILLAC + GMC TRUCKS + YELLOW CABS, BUSES and TRUCKS 
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| Buy Guaranteed Safety | 














90% of All Estates 
of $5,000 and Over 
Vanish In 7 Years 


It is also said that 32% of all widows in the country 
are’ compelled to earn their own living. The above 
figures are quoted from a prominent business 
publication. 


In many cases estates are dissipated and widows 
left destitute because of poor investments. Money 
is left to men and women who have little or no 
investment experience. These become prey for the 
financial crook as well as for the broker with honest 
intentions who sells highly speculative securities to 
earn large commissions. Even experienced investors 
are often tempted to seek an income which a safe 
investment cannot possibly pay. 


The Solution of The Problem 


If you are, or expect to be the beneficiary of an estate or a 
legacy—decide now on this course: 


Buy investments Guaranteed by the Lawyers Mortgage 
Company—one of the oldest, strongest and most cautious 
mortgage guarantee institutions. These Guaranteed First 
Mortgages and Guaranteed First Mortgage Certificates are 
legal investment for trust funds in this State. 


Banks, charitable institutions and executors of estates have 
purchased them for years. The Guaranteed yield is 5% 
and 514%. This is the highest return that goes with absolute 
safety. We Guarantee payment of both principal and 
interest and carefully watch each property. Thus the holder 
is relieved of all care of the investment. Interest checks 
are mailed promptly on the day due. No coupons to cash. 


These and other features of Safety and Convenience combine in 
making this investment ideal for those who should not take chances 
and who do not want to be bothered or worried. 


Issued in any amount from $100 to $100,000 and 
more, with our unqualified guarantee. Send the cou- 
pon for descriptive illustrated booklet. Ask also for 

















“AN INVESTOR’S CATECHISM” 











A booklet which describes the weak and strong points of 
various forms.‘of investment. 


peseeeeeeseeesTear Out and Mail'++*++++++05+: ; 


Address 


~ JAWYERS MorTeAcE Co. 


R. M. HURD, President 
Capital and Surplus $16,000,000 


56 Nassau St., New York 184 Montague St., Brooklyn 


161-01 Jamaica Ave., Jamaica | 8 N. Third Ave., Mt. Vernon 


No _ to Any Investor in Our 34 Years of Operation 
We Guarantee There Never Shall Be 


TRADE TENDENCIES 
(Continued from page 548) 














eteineenmemmmniteheneiiiendan 


shipments and production are subject 
to usual year-end suppression. In 
other words, many consumers are over- 
hauling inventories, and the natural re- 
sult is that they are restricting their 
buying until a later date when prices 
have reached a satisfactory level and 
conditions are more settled. This partly 
accounts for the unwillingness of the 
railroads to enter the market in an ex- 
tensive buying movement. And for this 
same reason structural steel orders 
were materially. below their level in 
December. 

Buying of finished steel goes ahead 
without any extraordinary placements. 
Business from the railroads represents 
the most important potential source of 
orders, though it’ is expected that 
awards will not materialize for a few 
weeks yet. Better participation on the 
part of automobile manufacturers is 
looked for, and this improvement should 
assert itself when first quarter require- 
ments are specified. Fabricated struc- 
tural steel should also be in greater 
demand. 

Pig iron dealers are likewise biding 
their time. The market is a mixed 
affair, very dull with occasional large 
orders cropping up. Many consumers 
have followed the practice of hand-to- 
mouth buying for some time, and no 
change from this custom seems immi- 
nent. 





RETAIL TRADE 











In a year signalized by large dis- 
tribution and“ consumption it was 
consistent to find retail trade at 
high levels in the closing month, 
and facing favorable prospects dur- 
ing the early months of 1927. Holi- 
day buying was somewhat late in get- 
ting underway but having once struck 
its pace, the sales volume exceeded even 
the active season of 1925 by about 5%, 
at the same time showing an unusual 
diversity of purchasing, covering such 
staple lines as housefurnishing and ap- 
parel. While retailers in the cotton 
states and in some parts of the middle 
west felt the stringency of unprofitable 
agricultural conditions, no section re- 
ports serious dissatisfaction with re- 
tail purchasing and general sentiment 
is optimistic. 

Chain stores recorded gains for 1926 
from 6 to 40% over 1925 and while a 
large portion of the increase must be 
attributed to the extension of the 
chains and the opening of new stores, 
nevertheless, net sales in this branch 
of merchandising was doubtless the 


largest of any year thus far. Mai! 


order houses are active with sales well 
sustained even in agricultural districts; 
while department stores, now in the 
midst of white sales, reflect healthy 
conditions in urban trade. 
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BEAR MARKET 
AHEAD? 


In the past four years, we have had the biggest bull market on 
record. In 1921 industrial stocks sold below 65 on the average. 
They have since advanced to above 155, reacted vigorously and 
are once again above 150—two and a half times as high as four 
years ago. 

Most investors make money in such a market. That is natural. 


Unfortunately, the majority lose all of their profits, and more, in 
the broad bear market that always follows. 


SELL NOW? 


In 1921, when industrial stocks sold at an average of 65, they offered 
the greatest bargain opportunity in ten years. That was the time.to buv. 


NOW, the stock market, as shown by the averages, is around the 
highest on record. Is this the time to sell—sell—sell > 


WHAT ABOUT 1927? 


In spite of the current high levels, does the outlook warrant further appreciation ? 
What are the exact facts in regard to the future, from a financial, economic and business 
standpoint ? 


Are bullish forecasts now so prevalent simply a repetition of those we always hear 
after stock prices have doubled? Is the distribution of stocks, under existing optimism, 
just as insistent as was the accumulation of 1921) Will such distribution be followed by 
a broad bear market—not of one or two months but of years? 


The answers to these questions are of utmost importance to every 
investor. The plain, unvarnished facts in the present situation 
are given, specific recommendations made, in our latest bulletin. 


SEND FOR IT AND READ IT CAREFULLY 


SIMPLY ASK FOR BULLETIN MWJY 


American Institute of Finance 


141 Milk Street, Boston, Mass. 





AMERICAN INSTITUTE OF FINANCE 
141 Milk Street, Boston, Mass. 


Return the attached coupon and we Please send me Bulletin MWJY. 
will gladly mail you, without obliga- _ ; 
tion, our latest analysis of the pres- 

ent situation. 
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by E. A. PIERCE & Co. 


January |, 1927 


Tue firm of A. A. Housman-Gwathmey & Co. has 
been dissolved by mutual consent and the business 
heretofore conducted under our name will be continued 


A. A. HOUSMAN-GWATHMEY & Co. 





11 Wall Street 


Gwathmey & Co. 


comes a special partner. 


Edward Alien Pierce 
Edward L. Burrill 

J. H. Goadby Mills 
M. Eyre Pinckard 
Simon J. Shlenker 
Arthur L. Kerrigan 
Latham R. Reed 
Robert Cassels 

A. B. Gwathmey, Jr. 


January 1. 1927 





E. A. PIERCE & CO. 


WE announce the formation of a co-partnership under 
- the firm name of E. A. PIERCE & Co. to continue the 
business heretofore conducted by A. A. Housman- 


THE personnel of this co-partnership is identical with 
that of the predecessor firm save that Harold A. 
Sands retires as a partner; Sidney J. White and J. C. 
Cuppia, members of the New York Cotton Exchange, 
are admitted as partners; and Frederick Housman be- 


ALL offices maintained by A. A. Housman-Gwathmey 
& Co. will be continued by E. A. Pierce & Co. 


New York 


William Mitchell 
E.E Bartlett. Jr. 
Edward Kinne Cone 
Sidney J. White 

J. C. Cuppia 


Special 


Clarence J. Housman 
Frederick Housman 
Joseph Hendrix Himes 


























You and Your Broker 


By Rosert L. SMITLEY 
Knowledge of your broker’s standing and your rights when you are dealing with him, 


are INSURANCE AGAINST LOSSES. 


The bucket-shops could not exist if their clients 
would investigate before placing their funds. 


There are FOURTEEN FACTORS TO CONSIDER before selecting your broker to 
whom you will entrust your savings, and this book will instruct in those factors. It 
will show you the proper methods to adopt in dealing with him. “Am I 

that I am dealing with a reliable and reputable broker?’’ and ‘Do I know my rights 


when dealing with him?” are 


TWO questions you should settle in your own mind 


quickly, if you are to succeed in your investing and trading. 


THIS BOOK SHOWS YOU— 


—what to do if you lose a stock or bond; 

—what you can expect and demand of 
brokers; 

—how much and when to carry margin; 

—the correct way to give an order; 


—how to check your broker’s statement; 


—how to figure interest on averages; 
—how to use stop-orders, puts and calls; 
—how much interest you should pay; 
—what action to take if you find you are 
the innocent holder of a stolen security; 
—why it is important to have securities 
transferred TO your name when pur- 


chasing and FROM your name. when 
selling; 

—correct commission rates; 

—why odd lots cost more; 

—conditions of double taxation; 

—conditions of double transfer charges; 

— and regulations of security trans- 
ers; 

—N. Y. Stock Exchange rules for delivery, 
etc. 

—how to insure securities against theft; 

—thousands of things every trader and 
investor should know to be successful. 


Price $3.25 
Published by the Magazine of Wall Street, 42 Broadway, New York City 
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Please send me “You and Your Broker” for which I enclose $3.25. 


MNP wake swokcsaveceees shppeeecebebebceenebane Address 


XYB-1-15-27 








Keep Posted 


The books, booklets, circulars and special 
letters listed below have been prepared with 
the utmost care by business houses of the 
highest standard. They will be sent free on 
request, direct from the issuing house. Ask 
for them by number. 

We urge our readers to take full advantage 
of this service. Address, Keep Posted De- 
partment, Magazine of Wall Street, 42 Broad- 
way, New York City. 





ATLANTA 
If you are establishing a branch factory or 
office in the South, get a confidential survey 
strictly applicable to your business based on 
sound economies. Ask for 363. 


“RULES FOR SAFE INVESTMENT” 
Knowledge gained over a long period of 
years makes it possible to determine whether 
a given spot in a city will have a growth 
in property value which will be steadily in- 
creasing. This is only one of the important 
factors of safety of Real Dstate Bonds 
which are explained in this booklet. Ask 
for 327. 


WHY A “NATIONAL UNION’’ FOR SAFETY 
If you are seeking first mortgage bonds that 
are guaranteed—that are insured—that are 
protected—send for your free copy of this 
interesting booklet. Ask for 356. 


AN UNUSUAL REFERENCE RECORD FOR 
INVESTORS AND TRADERS 
Illustrated circular and samples of sheets 
used in superior loose-leaf system of eleven 
forms and monthly index, 7%” x 5”. (260) 


A SUGGESTION TO INVESTORS 
This booklet explains in detail the features 
of Odd-lot investing. If interested, the 
prominent N. Y. Stock Exchange firm is- 
suing this booklet will be pleased to send 
you a complimentary copy. Ask for 278. 


44 YEARS WITHOUT LOSS TO ANY 

INVESTOR 
The well-known firm of investment bankers 
who bring out this booklet have endeavored 
in the 1925 edition to present a comprehen- 
sive story of the business methods which for 
44 years have insured the safety of all their 
underwritings to the end that no investor 
has ever suffered a loss or been compelled to 
wait even a single day for the payment of 
principal and interest upon his securities. 

(217) 


FLORIDA’S SAFEST INVESTMENT 
Are you seeking a return of 8% on your 
money with 100% security? You will be in- 
terested in reading this booklet issued by one 
of the strongest building and loan associa- 
tions in Florida. Ask for 388. 


FIFTY-THREE YEARS OF PROVEN 
SAFETY 
An interesting and handsomely illustrated 
booklet describing the investment principles 
which have made possible the record of ‘‘No 
Loss to Any Investor in Fifty-Three Years’’ 
for owners of Smith bonds. Ask for 326. 


THE PARTIAL PAYMENT 
method of purchasing good securities in odd 
lots and full lots on convenient terms is 
explained in a free booklet issued by an 
old established New York Stock HMxchange 
House. (224) 


BOND RECORD 
A convenient record book for listing bond 
holdings, interest payments, profits, ete. 
Title heading of book, ‘‘My Investments."’ 
A limited number is being distributed gratis 
by a leading Bond House. (285) 


LET YOUR MONEY EARN 6% 
If you are a small investor, you cannot 
afford to risk your money in speculation. 
Place it in shares of one of the safest build- 
ing and loan associations. Send for their 
booklet No. 293. 


WHERE DOLLARS GROW 
If you are looking for 7% and 8% profit on 
your investment, you will be interested in 
a this remarkable booklet. Ask for 


WHY WE CHOSE ATLANTA 
See what Atlanta can mean to your busi- 
ness. Send for this free booklet giving the 
experience of more than 600 concerns now 
in Atlanta. (363) 
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“DE LUXE TRANSPORTATION” 
- says the Commander of Americas 


HY is it so many American 

men and women of distin- 
guished social, and artistic, and 
public position drive the Willys- 
Knight Great Six in preference to 
all other fine automobiles?...Why 
is it so many famous European 


personalities coincide so emphatically in this preference? 

Why is it this car enjoys such unusual prestige—such 
widespread good-will—among the most selective group 
of motor-car buyers in this country and abroad?... 


Here Captain Herbert Hartley — 
Commander of the world-famous 
“Leviathan’’—States a reason... 

The Willys-Knight Great Six 
is to motoring what the flagship 
of the United States Shipping 
Lines is to trans-Atlantic travel 
...In a word—here in this super- 
fine automobile, and pre-eminently, 
is true “‘transportation de luxe.”’ 

* “ be 

The Knight sleeve-valve motor 
patented, protected, exclusive. In 
this one great feature you have 
the leading reason for the irresis- 
ttble forward march toward lux- 
iry-car leadership of the Willys- 
}.night Great Six... 


most famous ship 


“At sea, the mighty Leviathan... Ashore, 
my wonderful Willys-Knight Great Six 
. . . That's my idea of transportation 
de luxe." (Signed) HerBert HARTLEY 














Captain Hartley boarding his Willys-Knight Great 
Six at the New York landing péer. 


And the Knight sleeve-valve 
motor is a feature other manu- 
facturers would pay millions to get, 
because international engineering 
authorities acknowledge its su- 
premacy. Through years of tests, 
both here and abroad, it has proven 


itself the most efficient type of automobile motor built... 

The same type of power plant used in the finest and 
costliest cars of Europe—the Belgian Minerva, the Pan- 
hard and Voisin of France, the British Daimler-Knight 


(you know .what these great 
names stand for) the Knight engine 
of the Willys-Knight Great Six— 
no carbon troubles, no valves to 
gtind, is considered in profes- 
sional engineering circles to be 
the greatest major advantage ever 
possessed by any automobile. 
~~ “ ~ 

Willys-Knight Great Six prices 
from $1850 to $2295. New “70” 
Willys-Knight Six from $1295 to 
$1495. Prices f. 0. b. factory and 
specifications subject to change 
without notice. 

The Willys Finance Plan offers unusually 
attractive credit terms . . . Willys-Over- 
land, Inc., Toledo, Ohio. Willys-Overland 
Sales Co. Ltd., Toronto, Canada. 


WILLYS-KNIGHT Great SIX 
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and a further slight decline in employ- 
ment is indicated in December. Output 
of manufactured goods, however, con- 
tinues to exceed substantially that of last 
Winter. Anthracite and bituminous coal 
are also being mined in much larger 
quantities than in the same period of 
1925, though the demand for the latter 
variety has declined in the past few 
weeks. The colder weather has natural- 
ly caused a slackening of construction 
in the district, but contract awards in 
November held very close to the Octo- 
ber level and were 14.5% larger than in 
1925. Industrial buildings continue to 
represent a more important share of 
the total than in the earlier months of 
the year. 

Shipments of goods by rail have fallen 
off from the record volume of October, 
but freight car loadings in the Alle- 
gheny District have continued about 
10% ahead of last year. Wholesale 
trades in the district have also been 
making a favorable showing as com- 
pared with 1925. Every line reported 
larger sales in November than in the 
same month of the previous year and 
in most cases this betterment was ac- 
companied by a reduction in stocks and 
an improvement in collection. Total re- 
tail business in November showed small 
gains over the preceding month and the 
same month of last year, but this in- 
crease almost disappears when it is re- 
membered that there was one more 
trading day in November, 1926, than 
in either the month preceding or in 
November, 1925. Indeed, a small de- 
cline was reported in November by the 
Philadelphia department stores. In the 
department stores outside Philadelphia, 
however, and in the apparel and shoe 
trades substantial increases were re- 
ported over 1925. The volume of check 
payments in the leading cities of the 
district declined seasonally in Novem- 
ber but was 5% greater than in the 
same month of last year. 

A Quieter market exists for iron and 
steel products. Operations in most 
branches of the industry have slackened 
seasonally and there have been some re- 
ductions in the price of pig iron. No- 
vember output of pig iron in this dis- 
trict and in the United States was 
slightly larger than in October, but the 
daily output of steel ingots was sub- 
stantially less than in the preceding 
month or in November, 1925. 

The textile industries of the district 
have given further evidence of their 
marked recovery from the mid-year re- 
cession. November wage payments at 
textile mills were only fractionally 
smaller than the October total, while 
employment at these mills increased 
1.6% in face of a decline in nearly 
every other group. 

Tanners of sole and kid leather report 
some improvement in demand and more 
active operations. Manufacturers of 
leather luggage report good business 
and capacity operations, but activity in 
the shoe industry of the district has 
decreased somewhat and the present 
market is seasonally quiet. 

Cigar factories in the district are 
working at a high rate in response to 
an excellent demand which will insure a 
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continuance of this activity for several 
weeks. Sales of confectionery are 
larger than in 1925 and most factories 
are working at close to capacity 
schedules. 


Fourth Federal Reserve District 
(Cleveland) 


By HE Fourth 


Federal Re- 
E. R. Fancher, serve District 
Governor 


includes Ohio, 
Federal Reserve Bank 


Western Penn- 
sylvania, East- 
of Cleveland an Seateky, 
and the Panhandle of West Virginia, 
and is one of the most important manu- 
facturing sections in the country. The 
Pittsburgh region is the home of the 
great iron and steel industry; the rub- 
ber industry is centered around Akron; 
and many other lines of manufacture 
do a very large volume of business in 
various parts of the district. Coal min- 
ing is also one of the chief industries, 
lake shipping is important, and agricul- 
ture ranks high. 

The general revival of industry, 
which began about the middle of 1925 
after the Spring decline of that year, 
continued throughout the first three 
quarters of 1926, with a notable ab- 
sence during the late Spring and early 
Summer of any such recession as oc- 
curred during that season in both 1924 
and 1925. It is true that in this dis- 
trict the very severe Winter of 1925-26 
hampered some industries depending 
partly upon outdoor work—such as the 
building and paint trades—but with the 
opening of Spring, these swung into a 
high degree of activity along with the 
rest. This activity continued pretty 
generally until the last quarter of the 
year was under way, when increasing 
hesitation in some lines became ap- 
parent, followed by mild recessionary 
tendencies, particularly in iron and 
steel. It is now evident that the fourth 
quarter will hardly rank with the cor- 
responding period in 1925, which was 
unusually active. 

Turning to the consideration of in- 
dividual industries, their fluctuations 
followed in the main the general busi- 
ness trend. There have been some cross 
currents, however, due to the peculiar 
circumstances which have governed 
conditions in some lines, notably bi- 
tuminous coal. 

Iron and Steel. The largest single 
industry in this section, of course, is 
iron and steel, and the prosperity of 
the district depends to no small extent 
upon the fluctuations in this trade. 
During a large part of 1926, this in- 
dustry operated at record levels, and 
wages and employment in the steel cen- 
ters were correspondingly high. Opera- 
tions in the Summer were surprisingly 
heavy for that ordinarily slack period. 
During the late Fall and Winter, how- 
ever, a rather pronounced falling- 
off in activity in the industry has 
been observable, and by the end of the 
year most of the steel mills were down 
to 70% of capacity or less. 

Tires. Tire manufacturing is one of 


the major industries in the Fourth 
District. A disturbing factor to this 
industry during the first part of 1926 
was the erratic course of crude rubber 
prices, which began in 1925. Afte: 
quadrupling its previous price during 
1925 and reaching two separate price 
peaks, crude rubber experienced a rapid 
decline in the first several months of 
1926 which brought quotations from 92 
cents at the beginning of the year t 
around the 40-cent level in June. As 
a consequence, manufacturers were 
faced with inventories purchased at the 
higher levels on one hand, and wit! 
public demand at a minimum, whil: 
awaiting price cuts, on the other hand 
Stocks held by manufacturers thus be 
came abnormally high, and productio: 
schedules had to be reduced. As a re 
sult of these adverse factors, earning 
of tire companies for the first half o 
the year were considerably behind 1925 
The situation was clarified early ir 
July, when a general tire price cut too! 
place. Public demand picked uv) 
markedly, and activity was at hig! 
levels throughout the third quarte1 
At the same time manufacturers had 
worked off much of their high-priced 
crude rubber, and the stability of rub- 
ber prices around 40 cents a pound 
since June had done much to assist in 
the revival of the trade. The fourth 
quarter has brought a slackening, 
partly seasonal and partly caused by 
reduced automobile production, but 
even with this, the last half of the 
year will show up better than the first. 
Coal. The bituminous coal industry 
has been subjected to influences pecu- 
liar to itself during the year 1926. Fo: 
the first several months, the main fac- 
tors continued to be those of over- 
productive capacity and the high-wage- 
scale in the union fields. As a result 
of these factors, the union coal fields 
in the Fourth District had been in a 
state of depression for a considerable 
time, and this continued up to the mid- 
dle of 1926. Then the British coal 
strike began to have some effect, and 
between May and November our soft 
coal exports doubled in number of gross 
tons. During this period, bituminous 
prices rose sharply, a great number of 
mines reopened, production increased 
until it broke all records, and the gen- 
eral condition of the industry changed 
from one of almost chronic depression 
to one of very great activity. The 
peak of this activity has now been 
passed, however, owing to the virtual 
cessation of the British strike. 
Agriculture. In common with other 
sections of the country, the excessive 
rains in the Fall months injured the 
crops, which on the whole were not up 
to expectations. A good part of the 
corn crop—the district’s biggest crop— 
was caught by the rains before harvest- 
ing, and production was 14% unde1 
last year. Wheat fared better, the 
wheat season being pretty well over 
before the adverse weather set in. The 
Burley tobacco crop in Kentucky was 
inferior to the normal crop, both in 
production and quality. Oats produc- 
tion declined from last year, but pota- 
toes showed an increase. One bright 
(Please turn to page 548) 
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The Firestone Dealer— 


Can Serve You Better and Save You Money 


Firestone buildstires exclusively for the regular tire dealer 
and for original equipment on the cars of leading auto- 
mobile makers. Firestone standards of quality and vol- 
ume production, with distribution direct to the dealer 
through 145 Branches and Warehouses, place Firestone 
Dealers ina position to give you lowest prices and prompt 
service on fresh, clean tires of all types and in all sizes. 


It has always been the Firestone policy to secure raw 
materials in the primary markets of the world. To pro- 
tect the source of supply and obtain crude rubber on the 
most economical basis, ten Firestone offices, with ex- 
pert buyers, purchase rubber direct from the planters 
in the principal rubber centers: of the Far East. At 
Singapore, Firestone owns and operates a large plant and 
warehouse where plantation rubber is washed, refined 


and graded by experts from the Firestone Laboratories 
at Akron, then packed for shipment to Firestone factories 
at Akron, Ohio, Hudson, Mass. and Hamilton, Ontario. 
Firestone is also developing a million acres of land for 
the growing of rubber in Liberia. Thus uniform quality 
is assured and middlemen’s profits eliminated. Cotton, 
too, is purchased in the primary markets and shipped 
direct to the Firestone Cotton Mills, where the highest 
quality of cord fabric is produced. 


The Firestone Dealeris backed by an organization world- 
wide in scope and influence—working to build tires of high- 
est quality and reduce the cost of tire mileage. You can de- 
pend upon theFirestone dealer—not only forthe“BetterServ- 
ice” which goes with these better tires but forthe economy, 
safety and comfort which only Gum- Dipped Tires give. 


MOST MILES PER DOLLAR 


Firestone 





AMERICANS SHOULD PRODUCE THEIR OWN RUBBER . 
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Unlisted Utility Bond Index 


Holding Companies 


Invest- 

Asked 

Price 

102% 

101% 

105 
991% 
9714 


American Gas & Electric 6s, 2014 

American Power & Light 6s, Series A, 2016 
Continental Gas & Electric 6s, 1947 

National Power & Light Deb. 6s, 2026 
Southwestern Power & Light Ist Mtge. 5s, 1943 


Power Companies 


105% 
101% 
101% 


Alabama Power Co. Ist Ln. & Ref. 6s, 1951 
Appalachian Power Co. Ist 5s, 1941 
Arizona Power Ist 6s, 

Binghamton Lt., Heat & Power Ist Ref. 5s, 1946 100% 
Central Ga. Power Co. Ist 5s, 1938 Sis 98% 
Consumers El, Lt. & Pwr. New Orleans, Ist 5s, 1936 os 100 
Eastern N. J. Power Ist 6s, 1949 es 102% 
Great Western Power Co. Ist Ref. 6s, 1952 104% 
Idaho Power Co. 5s, 1947 Pe 99 
Illinois Northern Utilities, Ist & Ref. 5s, 1957 Ge 9€% 
Illinois Power & Light Ist & Ref. 6s, 1953 

Kansas Electric Power Ist Series A, 6s, 1937 

Memphis Power & Light 5s, 1948 

Mississippi River Power Ist 5s, 1951 

Nebraska Power Corp. Ist 6s, 1949 

Nevada-California Electric Ist 6s, 1946 

Niagara Falls Power Ist & Cons. Mtge. 6s, 1950 

Ohio Power Co. Ist Ref. 7s, 1951 

Puget Sound Power & Light 5'%s, 1949 

Southern California Edison Ref. 5s, 1951 

Tennessee Power Co. Ist 5s, 1962 

Texas Power & Light Co. Ist 5s, 1937 

Washington Coast Utilities Ist Mtge. 6s, 1941............ z.. 

Yadkin River Power Ist Mtge. 5s, 1941 


Gas and Electric Companies 


Burlington Gas & Light 5s, 1955.......... esenee ie 96% 
Cons, Cities Light, Power & Traction Ist 5s, 1962 ae 87% 
Dallas Power & Light 6s, 1949 " 105%4 
Indianapolis Gas Co, Ist 5s, 1952 - 9914 
Oklahoma Gas & Electric 5s, 1950 a 95% 
Pacific Gas & Electric Ist & Ref. 5%s, 1952 ‘ 103 

Portland Gas & Coke Ist 5s, 1940 > 9914 
Seattle Lighting Co. Ref. 5s, 1949 7 944, 
Tri-City Railway & Light 5s, 1930 ait 971, 
Twin State Gas & Electric Ref. 5s, 1953 * 99% 
United Light & Railways 6s, 1952 : 100% 
Wilmington Gas Co. 5s, 1949 is 9744 


Traction Companies 


Brocklyn City & Newton Ist 5s, 1939.............ceccceeesBes 82 84 
Columbus Street Railway Ist 5s, 1932 “5 

Galveston-Houston Electric Railway Ist 5s, 1954 ae 68 71 
Nashville Railway & Light 5s, 1953 es 99 101 


Telephone and Telegraph Companies 


Chesapeake & Potomac Tel. Co. (Va.) Ist 5s, 1943 s 102 
Home Tel. & Tel. Co. of Spokane Ist 5s, 1936 25 100% 
Ohio State Telephone Co. Ref. 5s, 1944 36 102 
Southern California Telephone Ist & Ref. 5s, 1947 3 3, 101% 


Yield computed at the asked price. Average yield 5.41%. 


Year-end liquidation and temporary bulge in money rates halted temporarily the upward 


(Continued from page 546) 
spot in the agricultural situation was 
the excellent crops of practically all 
fruits.. 

Building. The United States, as a 
whole, failed by a 6% margin to keep 
up to its last year’s building record 
for the first eleven months, according 
to Bradstreet’s reports on building per- 
mits. In the Fourth District, the dis- 
crepancy was greater, the value of per- 
mits in 28 cities showing a decrease of 
13% from the eleven months’ period. 
Bad weather in the first quarter re- 
sulted in a decline of 14.7% from the 
first quarter of 1925, and during the 
next eight months the incoming busi- 
ness was only sufficient to enable the 
value of permits barely to equal last 
year’s figures. 

Retail and Wholesale Trade. De- 
partment store sales in the distric’ 
have been in slightly larger volum« 
than in 1925. For the first eleven 
months, 66 stores in the district gained 
1.3%. Nineteen wearing apparel firm: 
in the eleven months gained 5.8%. 

With the exception of drugs anc 
shoes, sales of wholesale lines have not 
compared favorably with the preceding 
year. For the first eleven months. 
grocery sales declined 2.5%, dry goods 
4.5%, and hardware 0.6%. The shoe 
industry in the district experienced a 
distinct revival about the middle of the 
year, and wholesale shoe sales gained 
11% for the first eleven months. Drug 
sales also increased 5.9%. 

Credit Conditions. The credit facili- 
ties of the banks in the Fourth District 
have been amply able during 1926 to take 
care of customers’ requirements. Some 
recourse was had to accommodation at 
the Cleveland Federal Reserve Bank, 
particularly toward the end of the year, 
but this was not sufficient to cause any 
strain upon the Reserve bank’s loaning 
power. Both demand and time deposits 
of reporting member banks in the dis- 
trict increased during the year, as did 
loans, discounts and investments. 

Summing up the year, as a whole, 
it can be safely asserted that 1926 con- 
tributed real prosperity to the people 
living in the Fourth District. 


Fifth Federal Reserve District 
(Richmond) 


OLUME of 

business 
measures up t 
the seasonal 
average with some developments of a 
more favorable frame than had been 
expected. Cotton prices, of course, have 
slowed up liquidation at the banks and 
textile manufacturing is handicapped 
by uncertainties from the same source. 
The agricultural situation, aside from 
this important crop, is favorable, with 
crops generally giving good yields. The 


Summarized from the 
latest official bulletin 


tobacco crop, for example, is more 
profitable than for the past several 
years. There is little change noted 
toward the end of the year in employ- 
ment or in wages. Bituminous coal 
production has been exceptionally high 
(Please turn to page 578) 


swing in bonds, especially among unlisted public utilities. The need for the placement of 
excess funds, after money rates will havo declined to lower levels, should promote a far 
wider investor interest in these bonds. Increasing popularity of unlisted utility preferred 
stocks, which are junior to the above securities, is a fair indication that the above issues 
are underrated as compared to the investment market generally, 
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CHARACTER 


Dodge Brothers record as manufac- 
turers has been distinguished by a 
course of conduct and adherence 
to sound principles which, in indi- 
viduals, would be referred to as 
CHARACTER — the primary 
builder of public confidence. 


To combine this priceless heritage 
with fresh and vigorous administrative 
spirit, is the purpose and objective of 
Dodge Brothers organization. 
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How Much 
Does Your 


6arn 


CURRENT INCOME 


You receive a cumulative divi- 
dend of 6% per annum. 


PROTECTION 


After payment of 6% per an- 
num all net earnings must be 
used to repay the amount of 
your original investment be- 
fore any further distribution of 
profits. 


FUTURE PROFITS 


Thereafter you receive 50% of 
all net profits distributed. 


These are but three of the remark- 
able advantages offered by 


FRENCH 
PLAN 


If you have funds for investment—$100 
to $100,000—the coupon will bring full 
details of this plan of real estate invest- 
ment, destined to become the real estate 


investment of the future. Tear it out 


—now—and mail it today! 


Sete re es a i 
MwW2 


SPECIAL COUPON 


The Fred F. French Investing Co., Inc., 
350 Madison Avenue, New York, N.  & 


Please send the 62-page book “The 
Real Estate Investment of the Future’ 
without cost or obligation to 





MONEY AND SECURITIES 
IN 1927 


(Continued from page 505) 


petition with domestic applicants for 
capital. While the figures are not yet 
complete, it would seem practically 
certain that total foreign flotations in 
this market for the year 1926 will be 
over $1,300,000,000. Several very large 
operations of the same kind are in sight, 
and in the event the French Treaty 
should be adopted, it will be followed 
by heavy borrowings for French enter- 
prises. In spite of all that can be done 
artificially to keep money low, these 


ii 


appeals will almost necessarily have an 
important influence in raising it through 
the mere operation of supply and de- 
mand. 

Analysis of the money and banking 
outlook for 1927, therefore, has to 
recognize the elements of shortened 
supply, unquestionably large and grow- 
ing demand from several important 
sources, a thoroughly “loaned up” con- 
dition of many banks, a partially frozen 
condition in a good many others, and « 
necessity of relying heavily upon the 
Reserve Banks for fluidity and for sup- 
plies of actually new credit. These fac 
tors point strongly toward a higher 
rate level. That may be deferred 
through artificial manipulation of one 
kind or another, but such postpone- 
ment will produce its own reflex effects 
upon the market. situation. 





Mixed Trend for Securities in 1927 
Probable Year of Shifting Currents 


A§ we glance back into 1926, we find 

that the stock market lost in part 
that generally bullish character which 
marked its activities in 1925. True, 
with the exception of the violent break 
in February-March of last year and the 
milder decline of September, there has 
been no protracted bear market. With 
the exception of the higher priced 
stocks which scored substantial gains 
during the year and a considerable 
number of speculative issues which lost 
considerable ground, the balance of the 
market has oscillated between com- 
paratively nartow points about mid- 
way between its high and low points of 
the past year or so. Such a picture, of 
course, is not obtained from examina- 
tion of the standard stock market aver- 
ages which would indicate the market to 
be near its peak, but as shown in previ- 
ous numbers of this publication, market 
averages no longer tell a complete 
story. Actually, about half of the 
more active issues have lost some 
ground as compared with prices a year 
ago. 

Speaking in the broadest terms, it 
would seem that there has already been 
witnessed the results of several disinte- 
grating forces on the market. The first 
of these is the self-evident fact that 
earnings on the whole have not in- 
creased greatly. Many companies have 
managed to duplicate or exceed mildly 
their excellent 1925 records but it has 
become clearer that large gains which 
marked 1925 are much more difficult to 
obtain in these days of increasing com- 
petition. It is the concensus that while 
1927 is not likely to bring about a ma- 
terial decline in business, the best that 
is looked for is for business to hold its 
own. On this basis, there is little in 
sight, except for individual companies 
in a special position, to warrant a 
general increase in stock values as 
based on earnings prospects. 

There is a second factor also of ma- 
terial importance, relating to the tech- 
nical position of the market itself. That 
is the very clear manifestation of 
distribution of stocks either by pools or 
large holders. Screened by declarations 


of stocks dividends, cash dividend in- 
creases, split-ups and extras of one sort 
or another, stocks have been passing 
for some time from stronger to weaker 
hands. There is still sufficient banking 
support in the market to preclude the 
immediate possibility of a drastic de- 
cline but when, as is inevitable, this 
support is withdrawn, there will be no 
sustaining force able to hold a decline 
in check. It is noticeable that while 
spurred on by the recent advance in 
stocks, the public has not come in 
nearly so strong as last year when the 
market was boiling. 

The investment public is manifesting 
its belief that stock prices are high, 
speaking for the market as a whole, 
and is reluctant to enter until there 
has been a decline of sufficient propor- 
tions to warrant their purchase. Basi- 
cally, a large number of the New York 
Stock Exchange stocks are sound, so 
far as earnings and financial position 
of their companies are concerned. The 
main trouble with many of these issues 
is that they are over-valued. When 
the market has readjusted itself to a 
more realistic interpretation of value, 
these securities will again be attractive. 

Despite the rather unprepossessing 
position of the general market, there 
are entire groups such as the sugars, 
oils, metals, tractions and some rails 
and utilities, which have good pros- 
pects. It is among issues of this type 
that the best possibilities for profit may 
be found. After the market has gone 
through the inevitable readjustment, it 
is logical to expect issues in the above 
groups to command greater interest. 

It seems logical to advise subscribers 
to examine carefully their more specu- 
lative holdings and dispose of these, 
awaiting a more favorable opportunity 
for their reacquisition. There is no 
reason why sound stocks held for in- 
come and still obtainable on an attrac- 
tive yield basis should not continue to 
be held. 

Regarding the outlook for bonds and 
preferred stocks, an analysis of the 
position of these groups will be found 
on pages 516 and 518. 
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Makin 9 Your Investments 


Bring Bigger Profits 


Most investors could earn bigger and steadier 
profits on their investments but for one fact:— 


They permit themselves to become sidetracked 
by the day-to-day flurries of the market. Confusion, 
hesitation and doubt follow. The result is a 
meager return, if not an actual loss. Consider how 
much better and safer is this fundamental plan 
which for years has offered the soundest and 
most consistent opportunity for increasing earnings 
on investments: 


(1) Buy securities at_low tide when prices are 
below real values. (2) Hold them, ignor- 


inventions—every one of which has had a tremendous influ- ~ 
ence upon investment opportunities. Babson Reports have con- 
stantly aided investors in these troublesome periods. 


Why? Because these reports are the result of faithful 
research and thorough statistical analysis. 


Facts—Based on Statistics 


In a single sentence you may get the facts and figures on a 
vital point which is the net of a study of a vast amount 
of statistics secured at a cost of thousands of dollars. Though 
built squarely on statistics, Babson’s Reports need no statistician 
to decipher them. In plain and simple words they show how 
to make money in Stocks and Bonds. 


Even if already subscribing to an “economic” 





ing all minor fluctuations, until high tide, 
when prices are high. (3) Then sell those 
securities and veap your profits. 


Plan Followed by Shrewd Investors 


This is the plan followed by the country’s 
shrewdest investors. To get the facts which show 
the ever recurring buying and selling periods, thou- 
sands of these investors, (including individuals and 
concerns of national prominence) constantly rely 
on Babson Reports. These reports continuously 
show in clear, unmistakable language from month 
to month the factors which are shaping funda- 


Profits 
and 


Service 


By following the long 
swing investment plan 
you actually perform a 
service and accord- 
ingly profit. You buy 
low when money is 
needed to help stabilize 
conditions and you sell 
high when such sales 
help to check inflation. 


service, you need also a truly statistical service— 
one in which actual figures are primary. From these 
figures each investor may, if he chooses, draw his 
conclusions while securing, in addition, the recom- 
mendations of the Babson organization. Founded 
as a statistical organization, statistics have remained 
the keystone of our work. Today, in Babson’s 
Reports you get the benefit of the experience, 
growth and resources of the largest statistical 
organization of its character in the world. 


Tangible and Specific Recommendations 

Babson’s Reports are meant for conservative 
investors who follow the fundamental long-swing 
plan of profiting in stocks and who want to derive 
the maximum safe income from bonds. Such in- 
vestors know there is nothing in “get-rich-quick” 











mental trends in the market. Thus the investor 
is in a position to prepare for 
coming events and profit by 
the long swings. 
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(BUSINESS VOLUME INDEX 
Current Extinste 122 


Bond Yield inverted 


Time-Tested Service 


Babson’s Reports are a 
time-tested and time-proven 
service. From their begin- 
ning—nearly a quarter of a 
century ago—they have stood 
up under actual experience 
and application. They could 
face no severer trial than 
that which they had to meet 
during the past two decades. 
Within this period have 
occurred a world-war, great 
industrial expansion, and the 
development of far-reaching 
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Preliminary Study 
of American Business 
(Showing Business with Price Inflation Eliminated ) 


Investors and business men knowing the importance of fundamental long- 
swing plans, use tne Babsonchart illustrated above. 
show thetrend of business. An area of over-expansion above the middle or 
X-Y Line tends to be offset by an area of depression below the middle line— 
illustrating the Law ofAction and Reaction. The other lines, as indicated,show 
the relationship of stock and bond prices to fundamental business conditions. 


schemes. Babson’s Reportsgive clearly and unmistak- 
ably our viewson when to buy 
ced al Rea or sell and what to buy or sell. 


Begin to Plan Now for 
the Next Period 


Every time that stocks are 
a purchase for the long 
swing many investors lose the 
opportunity, not from lack of 
intelligence, but lack of prep- 
aration. Hence we earnestly 
advise all investors who are 
interested in profiting by the 
next buying period to look 
into the subject at once. This 
topic is concisely but fully 
discussed in the Babson 
booklet “Should Business 
Men Buy Stocks”? Write for 
a copy, gratis. Use coupon. 


Business Volume 


The shaded areas 
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THE BABSON STATISTICAL ORGANIZATION 
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0 


Largest Statistical Community in America_ 
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Buy “Shares in America” 


$90 


(or multiples thereof) 





3” 


will purchase participating own- 
ership in twenty-four seasoned 
and dividend-paying railroads, 
public utilities, industrials and 


Standard Oils, including, 


New York Central 
Am. Telephone & Telegraph 
United States Steel 
Standard Oil of New Jersey 


Secured by deposit with Chat- 
ham Phenix National Bank 
and Trust Company, Trustee. 


Average yield over six- 
year period about 8% 


Send for circulaa M.W.S.—15 











THROCKMORTON & Co. 


100 BROADWAY NEW YORK 
Telephone Rector 1060 




















Guaranteed 
8% Bonds 


We endorse each bond guarantee- 
ing interest and principal, which we 
collect and pay promptly. Bonds 
are secured by first mortgages on 
centrally located office buildings, 
commercial property, hotels and 
apartments in Florida worth twice 
amount of loan, as determined by 
independent appraisals. We sell in- 
dividual 8% mortgage loans known 
as“‘standardlifeinsurancecompany 
loans.’’ Many insurance and trust 
companies purchase our securities. 
Our company, established seven 
years ago, specializes in first mort- 
gage loans. Interest payable New 
York City if desired; titles insured 
by New York Title and Mortgage 
Company. Booklet MW gives full 
particulars. 


Palm Beach 
Guaranty 
Company 


Net Assets Over $1,300,000 


Guaranty Building 
West Palm Beach, Florida 














Income Tax Department 


Conducted by M. L. SEIDMAN 


Note: This department will be continued 
on each issue until arch. Its purpose is to 
give tmvestors sufficient information ow the 
income tax laws to enable them to make out 
ther returns properly. For this reason, we 
have used a smaller size type than usual in 
order to incorporate as many points as pos- 
sible in the available space. Mr. Seidman 
who conducts this department, is one of the 
best known experts on the subject in the 
country. Inquirics of reasonable length will 
be answered and letters should be sent to 
INCOME TAX DEPARTMENT, The Magazine 
of Wall Street, 42 Broadway, New York City. 


tax return, the subject which will be 

taken up in this article, it will be neces- 

sary to recall what has already previously 
been stated, namely, that the exemptions are 
$1,500 to a single person, $3,500 to a mar- 
ried person or to the head of a family, and 
$400 for each dependent. ‘ 

Most taxable income is subject to what 
really amounts to two separate rate sched- 
ules. One is the normal tax, which is im- 
posed at varying rates, and the other is the 
surtax, which has still a larger rate varia- 
tion. Nevertheless, the actual calculation 
is very simple, as will be readily seen. 


T order to compute the tax on the income 


The Normal Tar 


The normal tax ou individual citizens or 
residents of the United States is upon the 
amount of the net income in excess of ex- 
emptions and credits. The rate is 144% upon 
the first $4,000 over such exemptions and 
credits, 3% on the next $4,000, and 5% on 
the balance. a: 

In the case of non-resident alien individ- 
uals, generally the normal tax is a straight 
5%, there being no reduction in the rate upon 
any part of the net income subject to tax. 

Perhaps an illustration will bring out the 
point more clearly. Let us suppose a mar- 
ried man having no dependents has a_ net 
income of $20,000. His exemption is there- 
fore $3,500, so that there is subject to nor- 
mal tax the balance of $16,500. Of this 
amount the first $4,000 is subject to the 
1%% rate, resulting in a $60 tax. The next 
$4,000 is subject to a 3% rate, giving a tax 
of $120. The balance of $8,500 is subject 
to a 5% tax, amounting to $425. The total 
normal tax in this case, therefore, would be 
605. The computation thus is very simple. 
It might be somewhat complicated where the 
question of earned income is a factor, but we 
= not now be concerned with that ques- 
tion. 


The Surtanv 


The surtax, since it does not apply to any 
income below .$10,000, is not concerned with 
exemptions or credits; therefore, its calcu- 
lation becomes mechanical. So much so that 
the tax blanks contain a schedule of surtax 
rates and amounts on the various brackets 
as applying to the net income, beginning 
with $10,000 and going up to $100,000. The 
lowest rate is 1%, and applies on that part 
of the income which is between $10,000 and 
$14,000. In other words, the $4,000 of such 
net income is subject to a $40 tax. The rate 
then rises gradually, so that by the time one 
gets up to an $80,000 net- income, the rate 
is 19% on the $20,000 which lies between the 
$80,000 and $100,000 of income. Over $100,- 
000, all income is subject to a 20% surtax. 

The rate schedule printed on the return 
shows also the accumulated surtax up to a 
given point of income. Thus, as has been seen, 
while the income between $80,000 and $100,- 
000 is subject to a 19% rate, the total surtax 
on $100,000 of net income is $11,660, or an 
average rate of less than 12%. An illustra- 
tion of a particular case would perhaps clear 
up sd doubt on this point. Take the same 
individual in the previous illustration, having 
a $20,000 income. The surtax is computed 
as follows: The first $10,000 is entirely 

. The next $4,000 is taxable at 1%. 
or $40. The next $2,000 is subject to a 2% 
tax, which is also $40. The next $2,000 is 
subject to a 3% tax or $60. The next $2,000 
carries a 4% tax, or $80. Thus, the total 
surtax on a $20,000 income is $220. 

Using the same individual, who is a mar- 
ried man living with his wife, but without 
dependents, we saw that his normal tax on 
a $20,000 income was $605. 
now see, his surtax is 
tax on the $20,000 income, therefore, is $825. 

In considering tax rates, mention has al- 
ready been made of the earned income rate, 
which is a 25% reduction off the tax other- 
wise due. Also, there is what is called a 


capital gain tax which is limited to a maxi- 
mum of 12%%. ‘These are special features 
and will be taken up separately, but as u 
general proposition, the calculation of th: 
tax, so far as the normal and surtax rates 
are concerned, is a simple proposition. Per 
haps the reason why it is generally otherwise 
considered is due to the sliding scale 01 
rates. Instead of there being one single rat: 
of normal tax and one single rate of surtax, 
there are a number of rates, starting wit) 
the lowest at the bottom, or smaller incomes 
and climbing up to the higher rates and 
larger incomes at the top, thus causing a 
number of tax brackets which are confusing 


Earned Income Defined 


First let us clear away what is meant by 
earned income, although the phrase is almost 
self-explanatory. Earned income is incom 
from services as distinguished from what 
might. be called unearned income, like inter- 
est on bonds or profits on stocks. Salaries, 
fees, wages, commissions, etc., are earned 
They result from the figurative “sweat of 
the brow.” Income so earned is obviously 
of a different nature from the income de- 
rived from clipping coupons. 

Since income taxes are based on the cheory 
of ability to pay it is only logical that earned 
income should be taxed more lightly than 
what we called unearned income. The latter 
presupposes the existence of a capital fund, 
from which the income is obtained. That is 
not so in the case of a salary income. In 
any event, Congress saw the reasonableness 
of the differentiation, and so the law pro- 
vides that a credit of 25% of the tax other- 
wise payable, shall be allowed for earned 
income. To put it more exactly, the credit 
is 25% of what the normal tax and the sur- 
tax would be if the individual’s total income 
were his earned income. 


Limitations on Earned Income 


On the face of things, this appears to be 
& very substantial tax reducer. However, 
like all things that look too good to be true, 
we find that they are not true. The earned 
income credit is no exception, for irrespec- 
tive of what the actual earned income may 
be, for the purposes of computing the credit, 
it is arbitrarily limited to a maximum of 
$20,000. As a result, the maximum saving 
produced by the earned income credit in the 
case of a married man is $206.25. Let us 
work out a concrete case showing this. 

We will assume that A is a married man 

and his income for 1926 is $24,000, all of 
which is from salaries. His regular normal 
tax, figured in the way we have already 
pointed out, would amount to $805. His sur- 
tax would be $440, making a total of $1,245. 
We said that the earned income credit is 
25% of what the normal tax and surtax 
would be if the earned income were the total 
income. In this case, although A’s actual 
earned income is $24,000, for computing the 
credit it is limited to a maximum of $20,000. 
The normal tax on $20,000 is $605; the sur- 
tax is $220. The earned income credit would 
therefore be 25% of $605 or $151.25, and 
25% of $220, or $55. The total earned in- 
come is thus $206.25, which subtracted from 
the $1,245, leaves a net tax of $1,038.75. 
_, To sort of offset for the $20,000 limitation, 
it is also provided that in no case shall the 
earned income be considered at less than 
$5,000, irrespective of how the real source 
of the income may be derived. Hence, a 
widow, whose income amounts to $5,000, all 
resulting from interest on bonds, would be 
entitled to have the entire $5,000 considered 
as earned income. She would, therefore, take 
a 25% credit against her normal tax to ar- 
tive at the net amount she owes to the Gov- 
ernment, 


Individual in Business 


How about the fellow who is in business 
for himself? How is his earned income to 
be determined? It being his own business, 
he perhaps may not draw a salary, or his 
salary may be far less or more than what 
he would ordinarily get. Here, too, the law 
makes an arbitrary limitation, declaring 
that such individual’s earned income shall be 
limited to 20% of his share of the profits of 
the business. In no event, of course, could 
the amount be less than $5,000, for, as we 
just mentioned, everybody is entitled to at 
least that amount. 


Other Illustrations 


For fear that the illustrations given will 
not cover the more usual situations that 
come up in the average return, let us work 

(Please turn to page 554) 
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out another example. Take this case. A has 
a net income of $7,500, made up of a $20,000 
salary, less a $12,500 loss on stocks. In 
other words, the earned income is greater 
than the net income. That, however, does 
not change the method of computing the 
credit. There is no surtax on an income 
of $7,500. ‘The normal tax would be $60. 
The earned income credit would be figured on 
the $20,000. From our previous computation 
we know that on $20,000 the normal tax 
credit is $151.25. However, the earned in- 
come credit on the normal tax cannot exceed 
25% of the actual normal tax. The actual 
normal tax, we said, was $60. Hence, the 
earned income credit on the normal tax 
would be $15. The earned income credit on 
a surtax base of $20,000, we found was $55. 
A is entitled to this even though his net in- 
come igs not subject to surtax. His total 
earned income credit, therefore, is $70. Since 
che regular normal tax was only $60, the 
credit would exceed the tax and accordingly 
leave nothing for A to pay. 

When we know how to compute the normal 
tax, the surtax and the earned income credit, 
we have practically covered all there is to 
figure in the case of the average return. In 
some cases, however, the so-called capital 
gain tax may also have to be considered. 


Capital Gains and Losses 


The law gives special and favorable con- 
sideration to the tax on gains from so-called 
capital assets. It will be recalled that the 
surtax rate goes up to 20% and the normal 
tax rate may amount to 5%, so that one may 
have to part with 25% of his profit for in- 
come taxes. Under the capital gains pro- 
vision, however, the tax rate is limited to 
12%4% where the assets had been owned for 
two years or more, the theory of the law 
being that it would be unfair to tax a profit 
in the regular way in one year, when the 
profit really had accrued over a period of 
years. On the other hand, where the trans- 
action results in a loss instead of a gain. 
the limitation works just the other way and 
the tax that would otherwise be payable, 
cannot be reduced by a maximum of 12%4% 
of the loss. 


The Two-Year Period 


We said that the profits and losses result- 
ing from the sale of property held for more 
than two years are capital gains and losses. 
There are some peculiar things about this 
two-year period that should be noted. In the 
first place, if a stock dividend is declared, it 
is not the date of the actual receipt of the 
new stock that begins to measure the two- 
year period. Instead, the new stock is deemed 
to have been already held for as long as the 
old stock had been owned. 

In 1926, for example, the General Motors 
Co. declared a 50% stock dividend. If a per- 
son bought 100 shares of General Motors in 
1922, in 1926 he received an additional 50 
shares. These 50 shares are regarded to 
have been owned by the stockholder since 
1922, so that if he went out the next day 
after he had actually received them, and sold 


them, the gain or loss would be regarded as- 


a capital asset transaction. 

A similar rule holds with respect to prop- 
erty that is acquired by gift. If A. bought 
a piece of real estate in 1923 and gave it to 
B. in 1926, and B. sold it in 1926, B. is 
deemed to have held the real estate since 
1923, and, therefore, any profit would be re- 
garded as capital gain, and any loss as 
capital loss. 


Capital Gains Optional 


Let us see just to what extent the capital 
gain limitation results in a saving. In the 
first place, not everybody’s income is subject 
to a 12%% tax. It is apparent. therefore, 
that as to such individuals, a tax of 12%% 
on their capital gains would be a detriment 
rather than an advantage. However, since 
the law is designed to help rather than hurt 
on the side of profits, provision is made that 
it is optional with the taxpayer whether he 
wants to come under the capital gain limita- 
tion or not. 

As a general proposition, the maximum tax 
rate on net incomes below $30,000 is less 
than 12144%, so that all those whose income 
is less than that amount should not elect to 
come under the capital gain provision, but, 
instead. compute their tax in the regular 
way. Those whose net incomes are in excess 
of $30,000 will-probably find it profitable to 
take advantage of the tax rate limitation on 
their capital gains, 

An illustration will bring this home more 
forcefully. We will assume that A., a mar- 
rfed man, with no dependents and an earned 
income of $5,000, has a total net income of 
$75,000, of which $25,000 is from capital net 
gains and $50,000 of ordinary income. If no 


consideration were given to the capital gain 
provision and the tax were computed in the 
regular manner on an income of $75,000, the 
tax would be $10,309.38. However, by giving 
effect to the capital gain limitation, the rec- 
ular tax is computed on an income of $50,000. 
resulting in a tax of $5,079.38. The tax on 
the $25,000 of capital gains at 12%% would 
be $2,875, making the total tax $7,954.38. 
As the tax without the capital gains pro- 
vision considered was $10,309.38, there is a 
saving of $2,355. 


Capital Losses Compulsory 


Now let us see how it would work out with 
capital losses. ‘The rule here is in one very 
important respect different from that of cap 
ital gains. We said that it was optiona! 
with the taxpayer whether he computed his 
tax considering the capital gain feature of 
the law or not. In the casesof capital losses, 
however, where the application of the limita 
tion results in a higher tax than if the in 
come were computed in a regular way, th« 
tax must be computed on the basis of the 
capital losses. 

Let us take the case of A. again, and wi 
will assume this time that the situation is 
reversed. He has a net income of $50,000 
arrived at by deducting from the ordinary 
income of $75,000, capital losses of $25,000 
The tax on an ordinary net income of $50,006 
is $5,079.38. However, by considering th 
capital loss limitation, the tax is first com- 
puted on the ordinary income of $75,000, or 
a tax of $10,309.38. The effect of the capita! 
loss of $25,000 is a maximum reduction of 
124%%, i. e., 12%% of $25,000, or $2,875. 
A.’s tax is, therefore, $7,434.38. If the limi 
tation for capital losses did not have to be 
considered, but, instead, everything computed 
on the regular basis, the tax would have been 
$5,079.38, so that as a result of the capital 
loss limitation, A. must pay a higher tax of 
$2,355. 


QUESTIONS AND ANSWERS 
Exemption for Decedent 


Q. A man marries on the 6th of March 
and dies on the 13th of October of the same 
year, > is his exemption computed? 
A. The exemption allowed is $3,500. The 
case you present is one of the exceptions to 
the general rule. A decedent is allowed the 
full exemption based upon his status on the 
day of the death. 


Ineaurance Proceeds 


Q. Must a widow pay tax on life insur- 
ance she received, or On money she receives 
from Lodges or Organizations her husband 
belonged to?—J. S. 8S. 

A. The proceeds of life insurance policies 
paid to the beneficiary on the death of the 
insured is exempt from income tax. The 
same would apply to amounts received from 
Lodges, as the payments are in effect like 
insurance. 


Loss on Real Estate 


Q. A man engaged in business owns a 
building lot, the value of which is not on the 
books used for his business. He builds a 
house on this lot for an investment which is 
apart and separate from his business. He 
sells the property at a loss. Can he deduct 
this loss from the profits of his business 
when making up the Income Tax returns? 


A. The loss on the sale of the property is 
deductible. It is not, however, to be applied 
as a deduction from the profits of the busi- 
ness, but rather to be taken as a separate 
and distinct item. All losses arising from 
transactions originally entered into for profit 
are deductible. 


Treatment of Stock Dividends 


Q. The recent 50% dividend declared by 
General Motors I received and sold for cash. 
In making up my individual Income Tax re- 
turn for 1926, is this item regarded as part 
of net income and taxable as such, or is it 
regarded as dividend?—W. F. McQ. 

A. When a stock dividend is received, the 
cost of the old stock is prorated over the old 
and the new stock, and gain or loss from a 
subsequent sale computed accordingly. As- 
suming, for instance, that you originally 
bought 100 shares at 120, your total cost was 
$12,000. When you received a stock dividend 
of 50%, you then had 150 shares. These 150 
shares are deemed to have cost you the 
$12,000, or $80 a share. When you sell any 
of the stock, the difference between the sales 
orice and $80 a share is gain or loss. This 

ifference is a profit, not a dividend, and, 
therefore, is not deductible in computing the 
normal tax. 
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Beane +h Offices 
NEW YOR 


BOST 
45 E. 42nd St. 216 Bevkcley St. 
NEWARK PROVIDENCE 
5Clinton St. . 10 Weybosset St. 


Government Bonds 
Investment Securities 
Foreign Exchange 
Letters of Credit 


Investment Circular 
on request 


Correspondents of 


BARING BROTHERS & CO., LTD. 


LONDON 




















BOND RECORD 


now being distributed 


This booklet gives the 
following information 
on bonds listed on the 
N. Y. Stock Exchange, 
the N. Y. Curb, as well 
as on. active unlisted 
issues. 


1925 and 1926 price range. 
Interest dates—maturity. 
Call price—if any. 

Income at current prices. 
Yield—if held to maturity. 


Write for a copy 


SUTRO & KIMBLEY 


Members New York Stock Exchange 
66 Broadway 
New York 
































‘In the 
Market Letter 
this Week 


Observations on 


Anaconda Copper Mining Co. 
National Power & Light Co. 


SENT ON REQUEST 
ASK FOR 18-4 


LISTED BONDS AND STOCKS 


bought and sold for cash, or 
carried on conservative margin. 


McClave & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 


67 Exchange Place 
New York 


Telephone, Hanover 3542 
UPTOWN OFFICE 


Hotel Ansonia, 73rd St. and B’way 
Telephone, Endicott 1615 




















Our recent 
booklet 


How Securities 


are bought and 
sold on the N.Y. 
Stock Exchange. 


will be of spe- 
cial interest 
to you. 


SEND FOR COPY 











Fenner & Beane 


Members New York Stock Exchange 
and other principal exchanges 
60 Beaver St. — New York 
Fenner & Beane Bldg.— New Orleans 


Private wires to New Orleans, Chicago 
and principal points throughout South 


New York Stock Exchange 
Price Range of Active Stocks 


INDUSTRIALS—Continued 


Pre-War War Post-War 
Period Period Period 


——— Pee Core ee end 
1909-1913 1914-1918 1919-1926 
High Low Higk Low High 
May Depaitment Stores........ *08 ia "3aie 
Mexican Seaboard Oil 2 ‘é 493 i , 
ae eee 9% 
Montgomery Ward : ay 7; 29 
National Biscuit . _— 
National Dairy Prod mA ‘9 541 
National Enam, & Stamp 2 
National Load . -” 


N. ¥. Dock 8 Rf 
North American 81 
Do. Pfd. * . * 
Packard Motor Car 
Pan.-Am,. Pet. & Trans 
SS eae 
Philadelphia Co. 
Phila. & Reading C. & I es he 
Phillips Petroleum ee +e as 
Pierce-Arrow a0 Bie 65 
Do. Pfd. . 109 
58% 


Om me: 


4 
+ + Pan” aod: wo: 
2 RS 


Pittsburgh Coal 
Postum Cereal 
88 
109% 
Pullman Company . 177 
Punta Alegre Sugar ‘es 5% a 51 
Pure Oil oe ° 143% 
Radio Corp. of Am. te ee oe os 
Ray Consol. Copper... a 2714 37 
Replogle Steel se es oe 
Republic Iron & Steel 49% 5%, 96 
Do. Pfd 1114, 
Royal Dutch N. Y oe 
Savage Arms ° 
Schulte Retail Stores as 
Sears, Roebuck & Co *124%, 
Shell Trans, & Trading FS 
Shell Union Oil 
Simmons Company 
Simms Petroleum 
Sinclair Consol. Oil 
Skelly Oil 
Sloss-Sh. Steel & Iron 
Standard Oil of Calif 
Standard Oil of N. J 
Do, fd. 
Stewart-Warner Speed. 
Stromberg Carburetor 
Studebaker Company 
Do. 
Tennessee Cop. & Chem 
Texas Co, 
Texas Gulf Sulphur 
Tex. & Pac. Coal & Oil 
Tide Water Oil 
Timken Roller Bearing 
Tobacco Products 
Do. Class A 
ag gee Oil 
Union Oil of 
United Cigar Stores 


Do. 


toe . 
mn Or: 


4 ~TARH-1 


— + a 
¢ RM: WIP: Poe 


DI-I00: PAS poe 


Western Union .. : 861 - 105%, 
Westinghouse Air = : 2 
Westinghouse E. & M . 14%, 
White Eagle Oil ...... r 3 $s 
White Motors .... ¥ ee 80 
Willys-Overland a 

Do. BIG, ccccccess : 100 
Wilson & Co. 5 nis 
Woolworth (F. W.) Co 
Worthington Pump . 

Do. 


2 gt prom tgot 


951% 


* Old stock. Bid price given where no sales made. } Not including extras. § Payable in stock 
a Paid this year. : 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 

















Investment 
Counsel 


We offer you the 
knowledge, experience 
and advice of our or- 
ganization and _ invite 
you to discuss and an- 
alyze your investment 
problems with any of 
the executives of this 
firm, who shall be 
pleased upon request to 
make suggestions and 
recommendations  con- 
cerning your present 
holdings or  contem- 
plated commitments. 


CHaRLES D. Rossins SC. 


Members New York Stock Exchange 
44 Wall Street 























= 
The 
Chain Restaurant 
Business 








Profits of the Leading Com- 
panies and the Opportuni- 


ties for Expansion in this 


Field 


Circular on Request 


Richardson, 
Hill & Co. 


Established 1870 


Members New York and Boston 
Stock Exchanges 
50 Congress Street, Boston 
120 Broadway, New York 
Portland 


Lewiston Bangor 


JANUARY 15, 1927 


Securities and Commodities, 
Analyzed, Rated and Men- 
tioned in This Issue 


RAILROADS 


Atchison 

Baltimore & Ohio 

Central R. R. of N. 
Chicago & Eastern III 
Chicago & Northwestern 
Chicago, Rock Island & Pac 
Erie 1st Pfd 

Great Northern Pfd 

Illinois Central 

Missouri Pacific 


N. x N. H. & H 

Pennsylvania 

MRE a fyige ins ion was ee pie's Searea aise eek eo 
Southern 

Union Pacific 

Delaware & Hudson 

Southern Pacific 

Wabash ‘A” 


PUBLIC UTILITIES 


American Pr. & Light 
Brooklyn, Manhattan Transit 
Consolidated Gas (N | 
Columbia Gas & Electric 
Detroit Edison 

Brooklyn Edison 

Hudson & Manhattan 
Standard Gas & Electric. 
General Gas & Electric 
American Tel. & Tel 
International Tel. 

American Water Works & Electric 
Electric Power & Light 
Engineers Public Service 
Interborough Rapid Transit 
National Power & Light 
North American Co 

Pacific Gas & Electric 
Peoples Gas 

Pee Servace ONG Fe) oii seks asses ccs ewes 
Western Union Tel 


PETROLEUM 


Atlantic 

Barnsdall 

California Petroleum..... Re oe ee eee 
Houston 

Independent Oil & Gas................6. 
Marland Oi 

Mid-Continent 

Middle States 

Pan American 

Phillips. 


Shell 

Sinclair 

Skelly . 

None CHIL O8 ICA cas. iis 0500s cio ores ea Sere 
Standard Oil of N. J 

Standard Oil of N. Y 

Sun Oil 

Texas Corp 

Texas Pacific C. 

Union 


MINING 


Amer. Smelt. & Ref 
Position of Leading Mining § 
Miscellaneous Group 


BONDS 
Bond Buyers Guide 


INDUSTRIALS 


Advance Rumely ....7........566 AGWI, 
Allied Chemical 50 
Allis-Chalmers 

Air Reduction 

American Ship & Commerce 

Automobiles 

J. I. Case Threshing 

Coca-Cola 

Commercial Solvents. <.. 36.6.6 6.055 eo sce 


Equipment Stocks 

Fisk Rubber 

Great Western Sugar 

International Harvester 

Motor Accessory Stocks..........06e0ec060 
National Lead 

National 

Over the Counter Stocks. ............0000. 
Preferred Stock Guide 

Sloss-Sheffield 


os ES ee ees eer 
Sugar Stocks 

Textile Stocks 

Tire Stocks 

U.. 3, 

U. S. Industrial Alcohol 

Westinghouse Air Brake 








Recent 


Weekly Reviews 


Contain a list of 


High Yield 
Bonds ana Stocks 


Analysis of 


American 
Bank Note 
Company 


Copies will be sent 
upon request 


PRINCE & WHITELY 
Established 1878 
Members N. Y. Stock Exchange 
25 Broad Street New York | 
Uptown Office: Hotel St. Regis 


























A Special Letter 


UNITED CIGAR 


SCHULTE STORES 


will be forwarded 
upon request 


Ask for MW-15 


BRUNING, JACKSON & CO. 


Successors to 
Chas. M. Schott, Jr. & Co. 
50 BROAD STREET 


NEW YORK CITY 
Members N. Y. Stock Exchange 























An Infant 
Industry 


of boundless possibil- 
ities is served by a 
prosperous manufac- 
turer, producing one 
of its essential staples. 
With an excellent 
earning record and 
trade position, its se- 
curities are an attrac- 
tive purchase at pres- 
ent prices. 


Ask for circular MG 
Sent Free on Request 


Wm. Paul Buchler & Co. 


Incorporated 


Investment Bonds—Equities 


50 Broad St. 660 Madison Ave. 


Telephone Telephone 
Hanover 7026 Regent 1995 
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HE MAGAZINE or WALL STREETS 


COMMON STOCK PRICE INDEX 


(1925 Closing Prices =100) 




















BY A MAGIC CITY 
NTOLD millions of dollars 


have found profitable irvest- 
ment in the permanent construction of Miami. 
Office buildings, apartments, hotels and resi- 
dences have sprung up at the urgent demand 
of a steadily-growing population. 


In consequence especially attractive opportunities 
arise for investment in First Mortgages and First 
Mortgage Bonds yielding 8%. 

Throughout the North our clients of long standing 
find their local opportunities less attractive; 8% with 
complete safety is not available everywhere. But our care in 
selecting securities is so rigid that our present officers, in ad- 

vising the placing of many millions of dollars 
in Miami, have recommended first mortgages 
yielding 8% for 20 years without loss. 


Write for Descriptive Booklee W. & 


MORTGAGE COMPANY 
INCORPORATED 


214 TO 218 NE. SECOND AVENUE 
MIAMI, FLORIDA 





1926-—_____ 
Number of igh Low Recent Indexes 


Issues in Group ee pane eS 
Group Index Date Dec. 24 Dec. 31 
238 COMBINED AVERAGE 83.1 5-15 + 97.0 95.74 
36 Railroads 84,3 4-17 98.8 98.52 


orn 
a e 


PO 





61.8 10-16 72.4 69.8 
56.6 5-15 84.4 83.6 
78.0 5-15 82.9 81.0 
66.7 5-15 77.3 716.4 
75.4 5-15 84,2 85.3 
82.2 4-17 107.6 108.5 
75.4 4-17 91.4 90.2 
92.0 4-17 110.2 107.3 
85.7 4-17 104.1 100.1 
91.6 4-3 121.6 118.7 
67.6 5-22 715.3 13.7 
70.5 10-23 74.6 74,1 
82.6 4-3 104.0H 102.7 
68.6 12-24 68.6L 69.8 
75.0 5-15 $0.4 88.0 
73.0 11-20 81,1 79.6 
69.6 5-22 75.7 14.4 
78.1 5-22 82.5 81.9 
93.9 4-17 123.8 121.6 
85.2 10-16 96.2 95.3 
82.4 4-17 97.3 96.3 
78.8 4-17 136.2 123.6 
84.8 3-27 103.3H 101.4 
74.3 3-27 94.3 94.4 
98.6 1-23 113.1 115.2 
59.8 10-16 68.6 64,4 
78.8 10-30 84.9 83.9 
92.5 5-22 111.9 112.0 
100.3 1-9 170.0H 166.1 
Telephone 97.3 7-31 104.4 104.6 
Textiles 57.7 5-22 95.0 92.5 
Tobacco ; 12-24 94.5 4-17 148.3H 147.8 
Traction r 12-18 94.0 1-16 133.9 127.5 


H—New HIGH record for the year. L—New LOW record for the year. 
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Agricultural Equipment 
Alcohol 

Automobile Accessories 
Automobiles 

Building Materials 
Business Equipment 
Capital Goods 
Chemicals 

Containers 

Copper 

Department Stores 
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Meat Packing 
Metals 
Miscellaneous 
Petroleum 

Public Utilities 
Radio 

Railroad Equipment 
Real Estate 
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RAILROADS 


THE MAGAZINE oF WALL STREET'S 
COMMON STOCK PRICE INDEX 
(1925 Closing Prices =100 ) 


JAN FEB MAR APR MAY JUNE JULY AUG SEP OCT Nov DEC 
SsS26c=— 











(An unweighted Average of weekly closing prices, specially designed for investors. The 
1926 Index includes 238 issues, distributed among 33 leading industries; and covers about 
90% of the total transactions in all Common Stocks listed on the New York Stock Exchange. 
It is compensated for stock dividends, rights and assessments; and reflects all important 
price movements with a high degree of accuracy. Our method of making annual revisions 
in the list of stocks included renders it possible to keep the Index abreast with evolutionary 
changes in the market, without impairing its continuity or introducing cumulative inaccuracies.) 




































































Reversing the Old Order 


in the Real Estate Bond Field 








Of... 


GUARANTEED FIRST 
MORTGAGE SECURITY 


First NATIONAL Bonpsaresecured 
by real estate first mortgages, made 
for not more than 60% of sound 
values as appraised by independ- 
entreal estate cxperts, and guaran- 
teedas to principal andinterestby 


THE METROPOLITAN 


CASUALTY INSURANCE CO. 


OF NEW YORK 


Capital and Surplus $4,480,707.34 
Resources $10,839,099.94 


The First NATIONAL ComPaNny as- 
sumes full legal responsibility for 
payment of principal and interest 
on each bond. . 


Legal for National Banks 
Yes 


TO INVESTMENT DEALERS: 


First National Bonds noware being offer- 
ed by a number of Banks and Investment 
Bankers throughout the country. In- 
quiries areinvited from similar concerns 
with established distributing facilities. 








IRST NATIONAL BONDS give you the ample 

first mortgage security, the independent in- 
surance company guarantee on the first mort- 
gages, andthe6% return thatyounaturally expect 
of any good real estate bond. 


But—and here is where FirstNATIONALBonDs 
reverse the old order—instead of having the 
maturities and denominations fixed to suitthe 
convenience of the mortgage borrower or the 
mortgage company, First NATIONAL Bonps are 
issued to suit the convenience of each individual 
investor. 

That is, within a range of 6 months to 20 years, 
you have the privilege of fixing the exact date on 
which your principal is to be repaid. 


First NATIONAL Bonpbs are issued in any multi- 
ple of $100, and, because each First NATIONAL 
Bonp is issued to your exact order, you are not 


‘required to pay accrued interest charges. In- 


terest is paid to you by check every 3 months, 
instead of by coupon every 6 months, and you 
receive each check by mail promptlywhen due. 


Every First Nationat Bonp is fully registered, 
so that your principal and interest are fully 
protected if your bond should be lost, stolen 
or destroyed. 

For further particulars about this improved 
form of guaranteed first mortgage investment, 
fill out and mail the coupon below. 











THE FIRST NATIONAL £o. 


T. Gar.anp Tinstey, President 
CITIZENS NATIONAL BANK BUILDING 
Please send further particulars about the improved features of 6% First Nationat Bonps 


BALTIMORE, MARYLAND | 
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Address. 








Name. 
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Invest Your January 
Funds to Earn a 


Full Wage 


. OW can I invest my January money so 
that it will earn the maximum, with full 
assurance of safety?” 


6 


This is a question which confronts every care- 
ful investor. 


Thousands of investors find the answer in 
Straus Bonds. These securities not only have a 
long, unbroken record of safety but consis- 
tently pay the best interest rate compatible 
with Straus safety. 


In our current list of securities, you will find 
bonds suited to every investment requirement, 
affording wide diversification with reference 
to type of security as well as location. You may 
choose either sinking fund or serial bonds. 
You may select short term investments, or 
maturities up to fifteen years. The yield ranges 
from 5.75 to 6.25%. 


Call, write or telephone today for our current 


list of bonds available for January investors. 


Ask for 
BOND LIST D-448 


S.W. STRAUS & CO. 


ESTABLISHED 1882 od INVESTMENT BONDS » INCORPORATED 


Srraus BuiLpING Straus BuitpInc 
565 Fifth Avenue at 46th Street Michigan Ave. at Jackson Blvd. 
New York CuxIcaco 
Straus BulLDING 
79 Post Street, San FRANCISCO 


45 Years Without Loss to Any Investor 









































71 Broadway 


E extend the facilities of our organization to those 
desiring information or reports on companies with 
which we are identified. 


Electric Bond and Share Company 


(Incorporated in 1905) 
Paid-up Capital and Surplus, $85,000,000 








New York 


ANSWERS TO INQUIRIES 
(Continued from page 541) 


sufficient promise is held forth to war- 
rant retaining. 


ALLIS-CHALMERS 


You have spoken so highly of Allis-Chalmers 
stock in your magazine that I have been picking 
up a few shares now and then at favorable op- 
portunities for purely investment purposes. ! 
am not interested in the speculative angle. M, 
holdings aggregate 65 shares at an average price 
of about 86. I believe in watching my invesi- 
ments and wish you would let me know your 
latest opinion—R. E. P., Memphis, Tenn. 

As an investment Allis-Chalmers 
common stock has much to commend it. 
In the first place the finances of the 
company are remarkably sound. A 
survey of the last official balance shee: 
reveals current assets of 31.54 millions, 
including 11.48 millions of cash and 
marketable securities, against 5.25 mil- 
lions of current liabilities, indicating 
net working capital of 26.28 millions. 
The record of the company over a fou: 
year period has been of steadily in- 
creasing earnings. Net in 1922 was 
equal to $4.09 a share on the common, 
followed by $6.01 a share in 1923, $8.02 
in 1924 and $8.78 in 1925. 1926 earn- 
ings are estimated to approach the $9 
a share level. While the company prob- 
ably will enter the 1927 new year with 
less orders on its books than a month 
ago, a higher margin of profit obta‘n- 
ing indicates a still further gain in 
net. It is interesting to note that Allis- 
Chalmers has acquired the business of 
its most formidable competitor in the 
flour milling machinery field and now 
controls between 50 and 60% of the 
nation’s business. The outlook from a 
trade and earning standpoint seems 
satisfactory. We believe the shares tv 
be well adapted for income purposes. 


AMERICAN SHIP & COMMERCE 


What encouragement can you give me as a 
stockholder in American Ship & Commerce? ! 
have held this stock (100 shares) for severa 
years at a price far above the present market. | 
am a traveling man and do not always receive 
the company’s statements promptly, hence am 
quite in the dark as to its present status. Is the 
outlook constructive or should I switch to another 
stock?—G. B., Philadelphia, Pa. 

We are sorry we can offer stock- 
holders of American Ship & Commerce 
little encouragement. The consolidated 
report of the company and subsidiaries 
covering operations in the first nine 
months of 1926 showed a loss of $1,77!),- 
668 after interest and depreciation, com- 
pared with loss of $427,700 in the same 
period of 1925. After crediting the 
account with $919,319 surplus adjus'- 
ments, deficit was $860,349 compared 
with a deficit of $826,920 (after adjus'- 
ments) in nine months of the previous 
year. The record of the company ove’ 
a period of recent years has been cf 
one deficit after another. It is obvious 
of course that it cannot go on losing 
money indefinitely. The outlook is 
cloudy and the stock does not seem 
worth retaining. If you are not averse 

(Please turn to page 564) 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 








Stock Market Outlook 
1927? 


@ One year ago the American Securities Service stood practically 
alone in its market forecast for 1926. This forecast proved sound. 
The year’s net result, now—in spite of an irregular market with many 
stocks at the year’s close selling lower than at the start—is an 
exceedingly good profit. 





@ What next? This market ahead is puzzling most investors: 


Hold stocks? Buy more? Sell? Sell short? 


Money is easy, business runs at high tide. Does this warrant, now, a further broad market 
advance? 


Or has the market already discounted excellent business? Are stocks now meeting per- 
sistent liquidation, the same as last year, with another bad break coming? 


@ Sound, clear-cut answers to these questions and specific recommen- 
dations on what to do are today of utmost importance. Hence the 
value of our 1927 Annual Forecast, to you, now. A few extra copies 
reserved for distribution free. 


You should have this important forecast and read it with care. 


Clip Coupon at Right 


American Securities Service 
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Suite 1033 
Corn Exchange Bank Bldg. 
New York City 


American Securities Service 
Suite 1033, Corn Ex. Bank Bldg., 
New York City. 











“Making Profits in Securities,” both free. 


JANUARY 15, 1927 


Send me this “1927 Annual Forecast,” also copy of 

















MADISON AVE. at 45th ST. 


LONDON 


“T have just bought 


these bonds— 


are they safe?” 


This is an opening typical of 
many investment letters received. 
Do you purchase first and ask 
afterwards? 


Read the column at the right 
...then send for an Equitable 
Investment Memorandum. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
37 WALL STREET 


247 BROADWAY 
MADISON AVE. at 28th ST. 


District Representatives 
PHILADELPHIA: Packard Building 


BALTIMORE: Keyser Bldg., 
Calvert and Redwood Sts. 


ATLANTA: Healey Building 
CHICAGO: 105 South La Salle St. 
SAN FRANCISCO: 485 California St. 


PARIS . MEXICO CITY 
Total resources more than $475,000,000 


\ © E. T. C. of N. ¥.,1927 





What bonds 
should you buy? 


We see almost daily the hardship 
and worry which result from buying 
the wrong types of good bonds. Busi- 
ness men, with opportunities lost 
because they cannot readily raise 
money on their bonds. Widows, with 
inadequate safety because they hold 
“business men’s bonds.” Estates 
swallowed up by inheritance taxes 
because of wrong investments. 

Your choice of good bonds should 
depend on two things : 


1. Yourself 


How old are you? What is the source 
of your income? What is the size of 
your income and. the amount of your 
surplus for investment? Are you mar- 
ried? How many dependents? What 
are your tax liabilities? Other liabili- 
ties? Do you own your home? Do 
you travel? Where is your legal resi- 
dence? What are your prospects? 
Whatare your plans? Have you made 
your will? Created a trust fund? 

Why are you saving? To buy some- 
thing? To assure a comfortable in- 
come in old age? To provide for your 
family? To protect a business? To 
provide for some contingencies? 

Personal questions—yes. But finan- 
cial health is as important as phys- 
ical health. And the investment 
specialist, no less than the medical 
specialist, must have facts for diag- 
nosis before he prescribes the bonds 
you ought to buy. 


2. Your present investments 


The bonds you already own have a 
bearing on your next and other future 
purchases. It is quite possible that 
some of your present holdings are not 
the best for you. Others may have 
depreciated as regards the features 
most favorable from yourstand point. 

You may realize the foregoing facts 
but you may not realize this: all the 
securities you now own should fit 
into a personal investment program, 
based not only upon the fluctuations 
of industry and a constant income 
average but also upon yourown plans 
and contingencies and other personal 
factors mentioned above. 

Your present holdings are a per- 
sonal matter, too. But the sincere 
investment specialist warrants your 
confidence as completely as does your 
physician. He cannot intelligently 
advise you on new purchases unless 
he knows what you already own. 


Our offer 


We offer you the help of our invest- 
ment specialists in selecting the right 
bonds from the best bonds the finan- 
cial world affords. 

Our offer is made in your interest 
as well as our own. It is easy to ac- 
cept. It entails no obligation. 

Simply send for an Equitable Jn- 
vestment Memorandum. Turn to your 
page. Put down the facts it calls for 
and return it to us. The information 
will be held entirely confidential and, 
withit as a basis, we will prepare a per- 
sonal investment program designed 
to meet your specific needs and plans. 











.= 





Bonner, Brooks & Co. 


Investment Bonds 


Our Statistical Department will be glad to analyze 
your present holdings or contemplated purchases. 


New York 


London 


(Continued from page 562) 
to holding a non-dividend paying se- 
curity, we would suggest switching to 
Sinclair which seems to hold some 
speculative promise. 


UNITED STATES INDUSTRIAL 
ALCOHOL 

Some months ago a brief sketch in ‘your in- 
quiry column described United States :Industria! 
Alcohol common stock as mildly attractive from 
the speculative viewpoint. On the strength of 
this I bought 100 shares at 67. I have more 
than ten points profit at present prices. Should 
I accept this or hold for still further appreciation? 
—F. W. G., Atlanta, Ga. 

Much bullish propaganda has re- 
cently been circulated regarding the 
affairs of United States Industrial 
Alcohol, but after a careful examina- 
tion into the situation we fail to per- 
ceive where materially higher prices 
for the:common stock would be justi- 
fied. Admittedly, the company is 
strong financially, having a surplus of 
over 17 millions, with cash holdings 
aggregating somewhere between 5 and 
6 millions, but trade conditions affect- 
ing its line are not now and have not 
been favorable to an extent that im- 
pressive profits have been permitted. 
The company’s gallonage is understood 
to be very large, but alcohol prices 
have been considerably lower than in 
1925 while blackstrap molasses prices 
have been high. Up to October 31, 
Alcohol paid an average of 2% cents 
a gallon for molasses, against a cur- 
rent quotation of 7 cents in Cuba. No 
accurate estimate of 1926 earnings is 
permitted by circumstances, but it is 
doubtful if much improvement will be 
shown over 1925, when $6.74 a share on 
the common was shown. On this basis 
the stock seems to be selling fully in 
line with its actual worth. We see no 
reason to advise against accepting 
profits. 


MIDDLE STATES OIL 


Years ago before I became a subscriber to Tue 
MaGazinE OF Watt Street J] purchased 490 
shares of Middle States Oil at $19 a share. 
Subsequently, as you know, my investment was 
all but wiped out. I was fully prepared to 
charge this loss off to experience but was agree. 
ably surprised to note the recent sharp run-up 
in the stock to around $2. Is it possible that a 
vay of light ts entering into this supposedly hope- 
less situation?—J. J. M., Boston, Mass. 

Recent developments in the affairs of 
Middle States Oil have been of a con- 
structive nature. Government tax 
claims aggregating over 3 millions have 
been eliminated and several of the sub- 
sidiary companies have been discharged 
from ancillary receiverships. Further, 
the stockholders’ protective committee 
is authority for the statement that 
recently they were offered a substantial 
amount for half interest in certain 
property heretofore considered of nomi- 
nal value. It is understood that the 
receivers are now drilling nine wells 
on this property. Aside from this, 
Joseph P. Tumulty and Joseph Glass, 
receivers, have stated that they believe 
the opportune time has arrived for 
serious consideration of reorganization. 
The company is far removed from the 
solution to its problems but they con- 
tend the outlook is sufficiently favor- 
able to justify reorganization activities. 

(Please turn to page 566) 
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WHAT 


MANCHURIA 


MEANS TO THE WORLD 


A NEW SOURCE OF RAW MATERIALS 
A NEW MARKET for MANUFACTURED GOODS 


1. region of China, equal 
in size to France and Ger- 
many combined, is rich in nat- 
ural resources. Soya beans,“ the 
modernmanna,’” are but one of 
its important products. Rapid 
development continues to call 
for large quantities of railway 
materials, building materials, 
machinery, tools, etc. 

A chain of excellent Western-style 

hotels and an American-type rail- 


way add to the pleasures of travel 
in this new-old land. 








For films illustrating modern Manchuria and 
information concerning trade or travel, write 


American Orrice, 342 Madison Ave., New York 


Sout Mancuurta 
2 ® raivway © 
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gem Bureau of 
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ays) Canadian 
aS Ty Information 


The Canadian Pacific Railway through 
its Bureau of Canadian Information, will 
furnish you with the latest reliable infor- 
mation on every phase of industrial and 
agricultural development in Canada. In 
our Reference Library at Montreal is 
complete data on natural resources, cli- 
mate, labor, transportation, business open- 
ings, etc. Additional data is constantly 
being added, 


DEVELOPMENT BRANCH 


If you are interested in the mining wealth 
ak industry of Canada or in the develo; 

ment or supply of industrial raw materials 
available from resources along the Cana- 
dian Pacific Railway, you are invited to 
consult this Branch. An expert staff is 
maintained to investigate information rela- 
tive to these resources and examine de- 
posits in the field. Practical information 
is available as to special opportunities for 
by-products and mar- 
prospecting and 






















development, use o 
kets, industrial crops, 
mining, 


“Ask the Canadian Pacific about Canada’ 
ts not a mere advertising slogan. It ts an 
intimation of service—without charge or 
obligation—that the information is avail- 
able and will be promptly forthcoming to 
those who desire it 

















Canadian Pacific Railway Company 
Department Colonization and Development 


J. S. DENNIS Windsor Station 
Chief i Montreal, Can. 
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I. AMPLE MARGIN OF SAFETY: 
Tangible property covering Class A shares is 
appraised at about 120% of the offering price 
of the issue. Annual net earnings are estimated 
at over 414 times the requirement for preferred 
dividends on the issue. Strong provisions 
safeguard against issues of shares prior to or 
on a parity with Class A shares. 


Il. HIGH YIELD: Class A shares are 
entitled to cumulative preferred cash divi- 
dends and in addition to participating divi- 
dends with common shares. 
carry preferred dividends accumulated since 
December Ist, 1925. Class A shares yield at 
the offering price almost 10% yearly in pre- 
ferred cash dividends, and participating divi- 
dends should increase this yield to- over 
12%4%. Dividends on the common stock 
given as bonus may further increase the 
return. Earnings to be available each year 
for dividends on the common stock are esti- 
mated at $4.00 per share. 


III. EARLY APPRECIATION: The 
theatre reaches its full earning power imme- 
diately upon its opening, scheduled to take 
place within six weeks. Increase of market 
value of Class A shares should be consider- 
able at this time. Moreover, 15% of net 
earnings after preferred dividends must be 
used to retire Class A shares, which are not 
callable for less than 40% premium above 
offering price. 


Send Coupon for Illustrated Booklet 
Send in the coupon, write, telephone or call for 
information about Roxy’s great enterprise. We will 
send you a free, illustrated booklet describing Roxy’s 
new Theatre and the securities without obligation on 


your part. Send the coupon now for free booklet. 


Bennett, Bolster & Coghill 
J WALL STREET ; 
% New York. City, goo 
Telephone HANover 3034 


This information, while not guaranteed, 
is received from reliable sources. 
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ROX Yand these 000 Jacbholters 


SEVEN. REASONS FOR INVESTMENT NOW IN 
CLASS “A” SHARES OF THE ROXY THEATRE 


Class A shares * 
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IV. READY MARKETABILITY: Roxy 
Theatres stocks are broadly distributed among 
investors. There are some 5,000 owners, 
located in nearly every state in the Union. 
The Corporation has agreed to make appli- 
cation to list the*shares on the New York 
Curb Market, and expects to do so at the 
operting date. The shares have already a 
real market value‘and are acceptable as col- 
lateral for loans in many large banks. 


V. ABLE MANAGEMENT: _Roxy’s 
financial and artistic successes while direct- 
ing the Strand, Rivoli, Rialto and Capitol 
are a matter of record. He is the leading 
motion picture showman of the country. At 
his own theatre he has fullest scope for his 
genius. Associated with him are experiencéd 
and resourceful men. 


VI. STRATEGIC LOCATION AND 
UNUSUAL FEATURES: The theatre is 
placed in the heart of the Times Square the- 
atrical district, and yet is removed from the 
vehicular congestion about the Square 
proper. The innovations and improvements 
in the theatre and its equipment make it the 
largest and most beautiful of motion picture 
theatres. 


VII. STABILITY OF THE INDUSTRY: 
The motion picture business is a_billion- 
dollar business. The flow of cash into the 
box office is steady, regardless of trade cycles, 
The concentration of a huge population, resi- 
dent and transient, in New York City, is 
such that the seating capacity of “first run” 
houses is inadequate. 
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| Bennett, Bolster & Coghill, Inc. | 
i 7 Wall St., Dept. M.W.-9 | 
| New York City. | 
l Please send me, without obligation on my part, | 
| the new booklet giving complete information | 


about Roxy’s new theatre and the securities of 
| the Roxy Theatres Corporation. 
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Tho Malsort-Asforia 


Fifth Avenue 95° and 94° Streets, New York 


Officially recommended 
to subscribers and readers of 


WALL SIRE: 
as an investment in comfort, prestige, conven- 
ience, and the highest type of hotel service 


The Waldorf is but twelve minutes from “Wall Street”, and 
five of the leading stock-exchange firms maintain offices directly 
in the hotel, with well equipped customer’s rooms for the 
convenience of its guests. 


Those men who bring their families to New York will find the 
hotel ideal for their comfort. It is known as the “home away 
from home”, in the heart of the shopping district, and but 
5 minutes from the theatrical White Way. 


The Magazine of Wall Street will be glad to make your reserva- 
tions for you. When writing to them, on any matter, mcrely 
include this request in your letters—attention of the advertising 
department. 


(Continued from page 564) 

The several protective committees have 
been asked and are designating repre- 
sentatives to serve on the proposed re- 
organization committee. The report of 
the receivers, to be released this month, 
is expected to show an improvement in 
the financial condition of the companies. 
In the light of these constructive de- 
velopments, while we certainly would 
not advise a fresh commitment in 
Middle States Oil, we feel that where 
one is carrying stock bought at high 
levels he would be justified in holding 
with a view to developments. 


ADVANCE-RUMELY 


I bought 40 shares of Advance-Rumely pre 
ferred at 49 because the stock had had a shart 
decline and looked awfully cheap at that figure 
My purchase seems to have been ill-advised sinc 
the stock has been sagging ever since and is now 
quoted around 32. Shall I take this heavy los 
or is the outlook sufficiently promising to warran 
at least a partial recovery in this stock ?—A. E. § 
Rochester, N. Y 

We have no desire to add to your 
ves but we wish to lay emphasis upon 
the necessity of carefully weighing 
fundamentals before purchasing securi- 
ties. It does not necessarily follow 
that because a stock has had a sharp 
decline it is on the bargain counter. 
Nine times out of ten such a decline is 
a natural reflection of actual or impend- 
ing unfavorable developments. In the 
great majority of cases advantageous 
purchases are made in a rising market. 
In the specific instance of Advance- 
Rumely one has not assurance that the 
stock is cheap even at current low 
levels. The company did well in the 
first seven months of 1926, earning the 
equivalent of $4.32 a share on the pre- 
ferred, but a combination of adverse 
weather conditions with poor crops in 
middle and northwestern states cut 
heavily into sales and profits in later 
months. The company may show a 
balance on the preferred, but hardly 
of impressive proportions. Further, 
bank loans, which stood at the high 
figure of 5.1 millions at the beginning 
of the year, are understood to have 
been considerably increased. Until 
these are scaled down it is hard to see 
where the resumption of dividend pay- 
ments on the preferred can be expected. 
Taken all in all, a very unsatisfactory 
situation exists. It is our candid 
opinion that your funds could be em- 
ployed to better advantage in other 
directions. 


INTERNATIONAL TEL & TEL 


Some time ago I wrote you in regard to the 
50 shares of International Telephone I own and 
you advised me to hold my stock with a view to 
developments. _The recent sharp advance in the 
stock market is very gratifying. Has your opin- 
ton undergone a change?—A. S. W., St. Louis, 
Mo. 

The recent sharp advance in the 
market valuation of International Tele- 
phone was a natural reflection of the 
very favorable showing made by the 
company in the third quarter of 1926. 
Net earnings were equivalent to $4.85 
a share on the 400,584 common shares 
then outstanding, bringing the total for 
nine months up to $11.79 a share on the 
basis of the aforementioned number of 

(Please turn to page 568) 


AGAZINE OF WALL STREET 





eS Be, 


rr = wh 


— = s- “5 


As 


Is the Market 
- Riding to a Fall ? 


Do there now exist unmistakable signs that the public is again 

rushing in to buy stocks at ridiculously high prices? Is all the 

familiar window-dressing and ballyhooing about to bear fruit? 
Is a big smash in stocks coming? 


‘s a drastic Stock Market shake-out is rapidly 

approaching, then every investor immediately 
should be told the TRUTH about the matter. 
For it is undeniably certain that the next major 
Stock Market reaction will catch fully 90 per 
cent of the average traders all unprepared— 
without warning. Millions of dollars will be 
lost—money that, even though heedlessly and 
foolishly invested, can ill-afford to be thrown 
away. 


Many Market observers laugh at the possibility 
of a drastic, sudden liquidation in the near fu- 
ture. They point to an imposing array of bull- 
ish factors. They present endless and convinc- 
ing arguments to prove that the Stock Market 


should not and CAN NOT collapse. 


Other observers are positive that the Stock 
_ Market has fully discounted all favorable fac- 

tors. The Stock Market is always doing the 
unusual—the unexpected—they say. In such 
quarters, it is held that the higher stocks advance 
the less anxious one should be to buy, and that 
at such times as this it is incumbent upon 
traders to exercise extraordinary caution and 
selectiveness.. 


Who is right? Which way will the Market 
move next—up or down? And, if it moves 
down, how soon and how extensive will the 
decline be? Are there any securities that can 
now be bought safely and with the hope of large 
profits? Or should investors sell and wait for 
JANUARY 15, 1927 


a drastic reaction to present better buying op- 


portunities ? 


These questions are of vital importance to all 
who have money invested—or hope to make 
money. During the coming months thousands 
of people will suffer staggering losses. Others, 
who buy or sell the RIGHT stocks at the 
RIGHT time, will be rewarded handsomely. 
Will you be numbered among the few who trade 


wisely and make money ? 


Investment Research Bureau has thoroughly 
analyzed the present situation. Our forecasts 
for the immediate trend and for business and the 
Stock Market in 1927 are clearly and logically 
set forth in our recent Investment Bulletins and 
Weekly Stock Market Letters. Simply send us 
your name and we will gladly mail you copies 
of these Bulletins absolutely free. Also an 
interesting book called “MAKING MONEY 
IN STOCKS.” No charge—no obligation. 
Simply sign and mail the coupon below. 


INVESTMENT RESEARCH BUREAU 
DIVISION 31, AUBURN, NEW YORK 

Send me, absolutely free, specimen copies of your In- 
vestment Bulletins and Weekly Stock Market Letters. 
Also a copy of “MAKING MONEY IN STOCKS.” This 


does not place me under any obligation whatsoever. 
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THE STRONGEST GUARANTEES 


IN AMERICA 


U.S. FIDELITY & GUARANTY CO. 


Capital Resources Total Resources 
$14,516,956.23 $48,104,048.15 


NEW YORK TITLE & MORTGAGE CO. 30,902,342.00 38,237,284.00 


R your January funds Tue 

Battimore Trust Company of- 
fers real estate bond investments 
that combine a 6% yield with guar- 
anteed first mortgage security. The 
underlying mortgages range from 
only 35% to 60% of the independ- 
ently appraised value of the mort- 
gaged properties. 


The Mortgage Guarantees 
Payment of principal and interest of 
each bond is the direct obligation of 
the Baltimore Mortgage Corpora- 
tion. In addition, payment of prin- 
cipal and interest of the mortgages 
securing the bonds is guaranteed by 
a mortgage company in the locality 
in which the property is situated, 
and by the United States Fidelity 
& Guaranty Company, which has the 
largest total resources of any surety 
company in America. 


The Title Guarantee 
Titles to the mortgaged properties 
are guaranteed by the New York 
Title & Mortgage Company, which 
is the largest titleinsurance company 


in America, or by some other title 
company acceptable to the surety 
company and THE BatTimoreE TRUST 
Company. 


Bought by 300 Banks 


The bonds are sold with the recom- 
mendation of THE BALTIMoRETRUsST 
Company, a bank with resources of 
Sixty-Five Million Dollars, whose 
real estate bond offerings have been 
purchased for the investment of de- 
posit and trust funds by more than 
300 National Banks, State Banks 
and Savings Banks throughout the 
United States. 


The National Market 


Tue Battimore Trust Company 
distributes real estate bonds through 
its 15 offices in Baltimore, Md., and 
through a number of banks and in- 
vestment dealers in various parts of 
the country. These distributing fa- 
cilities have enabled THE BALTIMORE 
Trust Company always to obtain 
prompt and satisfactory bids on real 
estate bonds which it has distributed. 








FOR YOUR JANUARY FUNDS 


6% 


Bonds in coupon form are sold in $500 and $1,000 denom- 
inations, at par and accrued interest, to yield 6%. For 
further information, and for list of banks and investment 
dealers from whom these bonds may be bought, write to 
Tue Batimore Trust Company, 25 East Baltimore Street, 
Baltimore, Md. Ask for booklet No. 16 








(Continued from page 566) 
common shares. This compares with 
$5.83 a share on 279,585 shares out- 
standing at the end of the first nine 
months of 1925. International Tele. 
phone has recently issued 200,000 ad- 
ditional shares, not as yet fully paid, 
which will probably tend toward a re- 
duction in earnings per share for the 
complete year, but it is characteristic 
of this company that new funds 
speedily become productive. The record 
of International since its inception has 
been of steady expansion both in scops« 
of operations and earning power. It: 
ramifications are practically universal 
it having either a manufacturing or 
operatine foothold in almost every 
leading country outside of the United 
States. Considering the nature of the 
enterprise, its sound finances and 
strong affiliations, it is reasonable t: 
expect that along with further develop- 
ment of its field earnings will show 
steady, natural expansion from year t 
year. The stock at present levels prob 
ably discounts the existing situation tx 
a considerable extent, but seems t: 
have excellent long range prospects. 


OUTLOOK FOR PREFERRED 
STOCKS 


(Continued from page 519 








ferred stocks of industries which are 
in an improving position and likely to 
improve almost regardless of general 
conditions. Among such industries 
are: sugar, textiles, coal, shipping and 
railway equipment. 

Third and last may be placed those 
preferred stocks representing compa- 
nies whose industries are in a neutral 











or perhaps declining position but 
which, for special reasons relating to 
improved management or the like, are 
likely to show improvement in earning 
power. 

-In other words, the task of the in- 
vestor so far as preferred stocks are 
concerned has become purely selective, 
as in the case of common stocks. With 
the exception of high-grade preferreds 
which are attractive from a long-range 
viewpoint, therefore it is idle to fore- 
cast the trend of preferred stocks ex- 
RDS CARLES CAWLSD CAWLD CAWD CAWD CAWLS CAWD CAWLSD cept on an individual basis. 

As in the case of our Bond Buyers’ 
Guide, it is our intention to so adjust 
the preferred stock from time to time 
as to take into consideration the vari- 
ous factors which will arise to affect 
the trend of the individual issues rec- 
ommended. It seems probable though 
that the number of the more specula- 
tive preferred stocks now being carried 
in our Guide will be sufficiently reduced 
within several months in order to safe- 
guard the position of investors in the 
event of a decline in general business 
and securities. 


THE BALTIMORE TRUST COMPANY 


The Largest Trust Company in the South Atlantic States 
offering complete banking, trust and investment services. 


emBe, 
Capital & Surplus $7,000,000 Total Resources $65,000,000 
Ps sT 


75,000 Depositors 





We specialize in 


Union and United Tobacco 
Listed on N. Y. Curb 


Bamberger, Loeb & Co. 
42 Broadway, N. Y. C. 


We will be glad to recommend to you a 
reliable Building & Loan Association in 
any part of the United States. This 
service is gratis as we recognize the im- 
portance of having our readers deal with 
reliable associations. iM 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 


Specialists in Tobacco and Associated Issues 














~She Best Jwestment~ 
Health and Recreation 














The old North Wind is tuning up while Jack Frost peeks around the corner. 
Old man Winter will soon be back for his yearly visit, which reminds us again of 


that trip we have long wanted to take. 


Where will it be? Cuba, The Mediterranean, South America, California, or 
Florida? Now is the time to make your plans, before the best of the reservations are 


taken. 


Many readers have found in this department the information they wanted; 
suggestions they needed in selecting the best resort or the best way of reaching it. 


the 
Do 


not hesitate to call on us if you need any help. 





and address to 





42 Broadway 


For information on any gos | or resort, merely 
check those desired and mail with your name 


TRAVEL DEPARTMENT 


MAGAZINE 
WALL STREET 





New York City 





Scheduled Tours and Cruises 


Round the World Cruise 
8.8. CALIFORNIA Jan. 19, 1927 


There are also many conducted cruises and independent 
trips. Information on these will gladly be sent if you will 
tell us where you want to go. 


Great African Cruise 
8.8. ASTURIAS Jan. 20, 1927 
West Indies Cruise 
8.8. MEGANTIC 
8.8. CALEDONIA 
S.S. CALEDONIA 


- Jan., Feb., _" April 
Jan. 22, 1927 


Mediterranean Cruise 


z i 
A 2 12 
s MAURET ANIA Feb. 21, 
Feb. 24, 1927 
" Jan. 15 and March 65, 1927 
There are also regular sailings which include North Africad 
urs. 
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South American Cruise 


S.S. LACONIA 
S.S. CALEDONIA 


29, 1927 
Feb. 6. 1937 


Scenic Rail Routes and Resorts 


New York Central Lines 
Operates through service between New York, Boston, 
Montreal, Toronto, Chicago and St. Louis. 

Canadian Pacific Rallway 
Trans-Canadian Nova_ Scotia to 
Rockies and National Parks. 


Vancouver through 


Northern Pacific Railway 
Yellowstone Park and Scenic Northwest. 


Southern Pacific 
New York to New Orleans by steamship or rail con- 
nections. 
Scenic Southwest all California Coast and Valley Points. 


Callfornia Tours 
The Redwoods, 
Lakes, etc. 


Pennsylvania Railroad 
New York, Philadelphia, Atlantic City, 
Chicago and St. Louis. 


Yosemite, National Park, Mountains, 


Washington to 


JANUARY 165, 1987 


Canadian National Railways 
Quebec to Montreal, across prairies and Rockies to Prince 
Rupert and Vancouver. 


Union Pacific 
ren gel Route between Chicago and California over over- 
ani rail 


Sante Fe 
Old Santa Fe trail to Southwest. Petrified Forest, Grand 
Canyon and other National Parks. 


Hawaii 
The Paradise of the Pacific. 
Smiles and Flowers. 


Yellowstone National Park 
America’s playground in the Rocky Mountains. 


Seattle—The Pacific Northwest 
The gateway to Alaska. Fishing, 
sports. 


Bungalow Camps In Canadian Rockies 
aod way to enjoy a vacation. Beautiful scenery with all 
sports. 


The land of Sunshine, 


Hunting, and other 
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A Center for the WASHINGTON 
Markets of the World ig 


O you want to get your brands established 
NOW in the immense, growing market in ie 
the South? Come to Spartanburg, the Hub City = 
of the Southeast. It is the logical location for your Southern 
distributing organization. Unrivaled transportation facilities make 
Spartanburg a center from which you can reach a market where 
sales will of necessity, grow year by year. And consider the advan- 
tages of southern salesmen living in the South calling on your 
Southern trade. Write today for the Marketing Survey of the Spar- 
tanburg Trading Area that tells why it is your logical distributing 
center. Due toour desire toavoid a promiscuous distribution, please 
make your request for the Survey on your business stationery. 


INDUSTRIAL COMMISSION 
1130 MONTGOMERY BUILDING ° SPARTANBURG, S. C, 


RTANBURG 


‘The Hub City of the Southeast”’ 
SOUTH CAROLINA 


“ MARKET: In the heart of TRAVELLING: 33 passenger trains in and 
the great Southeast—a market outof thecity every 24 hours. A network of 
of 13,000,000 people with real buying _ bus lines covering the state. Large, modern 
power. hotels everywhere. 
TRANSPORTATION: Twotrunklinesto PRESTIGE: A progressive, well-known city 
the Middle West—two tothe Atlantic Coast —at present used as a Southern Distributing 
—onthe mainline of the Southern Railroad Center by more than a score of national manu- 
from New York to New Orleans. facturers. 
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WHITEHOUSE & CO. 


Established 1828 


Stocks and Bonds—Accounts Carried 
111 BROADWAY, NEW YORK 





Members New York Stock Exchange 





BROOKLYN BALTIMORE 
186 Remsen Street Keyser Building 








IS LABOR A SUCCESS AS A 
CAPITALIST? 


(Continued from page 514) 


in the auspicious atmosphere of a 
period of prevalent prosperity. In 
such a time currents are so favorable 
that it might be normally supposed 
there were no particular dangers. 
Union members are drawing high 
wages, work is plentiful and the money 
market ample. The customary view is 
that only in adverse times are financia! 
institutions exposed to severe trials. 

There is at all times, however, the 
likelihood of inroads by predatory in- 
dividuals or cliques skilled in the arts 
of plausible presentation and speciou 
argument. These elements are dis- 
posed to regard labor bank executive: 
as amateurs offering a new and mos! 
tempting field for spoliation. On this 
point I speak advisedly, with the views 
expressed by a somewhat prominent 
Wall Street financier fresh in mind. 
One labor bank president, R. A. Mc- 
Crady, head of the Brotherhood Sav 
ings and Trust Company of Pittsburgh, 
has already given his testimony to the 
ease with which bond salesmen con- 
trived to extract $102,000 from the 
bank. “I was ‘gyped’ and ‘gyped’ 
right,” he is reported to have said. 
“They were smart fellows when they 
put a thing like that over on a banker.” 

Regular banking, however, has not 
reached its present stage without its 
long antecedent record of mistakes and 
failures. It had to learn its way. Nor has 
laborarrived at its present capable trades 
organization without its preliminary 
experimentation. It had to go through 
the costly discordances of mass organi- 
zation before it learned that autonomous 
craft organization was the _ right 
method. As it learned in trades or- 
ganization so unquestionably will it 
learn effectiveness in the use of eco- 
nomic power. Mistakes are a part, and 
a very instructive part, of acquiring 
knowledge. 

It is because their executives know 
that they must be doubly cautious that 
a number of labor banks are most con- 
servatively administered. Peter J. 
Brady, president of the Federation 
Bank and Trust Company of New York 
City, assured me that this is so with 
that institution which has more than 
$15,000,000 deposits and more than 
$17,000,000 total resources. “We stick 
to checking accounts and savings,’ he 
said. “We have no side shows. At 
least 50% of our resources are liquid 
every morning. We could meet our 
checking account of $8,000,000 in 
twenty-four hours. We don’t owe a 
cent. We have liquid assets in our 
cash reserve of $1,399,000. Our se- 
curity account runs to $4,000,000. 
Then we have on call $1,500,000 cash. 
Also we have $2,000,000 in customers’ 
paper eligible with the Federal Re- 
serve. We try to keep our money in 
three portions as nearly as possible: 

(Please turn to page 572) 
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Is the Period of Readjustment in Its 
Advanced Stage or Just at Hand? 


The advent of the New Year emphasizes the advantages of an 
annual analysis of security holdings. The need for revision in keeping 
with industrial progress is becoming more and more apparent to the 
careful investor. 


Prudence dictates that changing conditions make an annual analy- 
sis of every security list advisable. With the approach of the New 
Year, when surveys are being made of the various industries and com- 
ponent businesses therein, we note several articles in the Mid December 
issue of the Magazine of Wall Street, which are particularly applicable 
to the situation. 


“Why America succeeds,” by E. D. King, Managing Editor, we 
believe to be one of the most concise, vivid and comprehensive articles 
to the underlying trend of economic advancement that has appeared in 
quite some time. 

Some of the reasons therein set forth, could well serve as ‘“‘storm 
signals” for the investor for the coming year. One factor in particular 
that places the American Babbit in a more fortunate economic position 
than his English cousin Forsythe, is a great wholesome adaptability to 
new ideas, coupled with a versatility of meeting a shifting demand. 
The Japanese perhaps, are our closest imitators, but between imitation 
and original ideas in the first instance, there lies a vast gulf. 

It is well that foreign countries sent trade committees and commis- 
sions to learn the causes of our prosperity. Our former “ad” told of 
the new version of shipping coal to New Castle, of how caterpillar 
tractors were instrumental in selling rice to the Japanese cheaper than 
they could grow it themselves. The Japanese sent over a trade com- 
mission to find out how it could be done. This particular article, taken 
in conjunction with two others, could well form a trinity of consider, 
compare and conclude. 

Further along we note in the analization of some 75 stocks, that 
72% of them bear evidence of some afflictions in regard to dividend 
earnings or outlook. 

1927 undoubtedly will be another banner year. New highs are 
looked for in industrials, railroads, steel, and certain basic commodities. 

We believe that 1927 will come to be known as a Selective year. 
That it will be characterized by a number of concerns that will be able 
to meet changing conditions to an extent that will stamp them as out- 
standing leaders. 


We have prepared an interesting pamphlet which will be mailed 
free, upon request. 
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Many owners of expensive cars 


are turning to Chandler 


N analysis of Chandler sales shows that an unusually 
large number of Chandlers are now being bought by 
people who formerly owned cars costing much more than 


Chandler. 


What does this mean? It simply means that Chandler 
quality, Chandler beauty, Chandler comfort and Chandler 
performance haye made such a profound impression upon 
these people that they now feel that it is no longer necessary 
to pay more than the price of a Chandler for a motor car. 


Any number of former owners of higher-priced cars are 
discovering that the new 1927 Chandler gives them just as 
many driving thrills, just as much riding comfort, and every 
bit as much pride of possession as cars costing twice as 
much money! 


Back of the car itself is a company that stands as a pillar 
of strength and stability—occupying the unique and envia- 
ble position of being utterly free from any bonded indebt- 
edness, free from mortgages, free from bank loans, free from 
any outstanding notes—free from any andall encumbrances, 
with assets many times in excess of liabilities. 


Export Department, 1819 Broadway, New York City 
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(Continued from page 570) 

1. securities; 2. temporary building 
loans and mortgages; 38. customers’ 
loans. Half of our mortgages are 
guaranteed by some of the biggest 
title companies in the country.” 

Whatever may be their possible 
vicissitudes, labor banks are undoubted- 
ly a permanent factor, and it is rea- 
sonable to suppose that the movement 
will spread. At this writing the 
Brotherhood National Bank of San 
Francisco is opening with a capitaliza- 
tion of $500,000 capital and $150,000 
surplus, and the United Labor Bank 
of Buffalo is entering business with a 
prospective capitalization of $100,000 
capital and $25,000 surplus. 

Will labor extend until it goes sys- 
tematically into business? As has been 
said, labor banks have been founded as 
group enterprises. But the clear tend- 
ency of the parent organization, the 
American Federation of Labor, is to- 
ward community rather than group in- 
terest. This is evidenced by the 
executive council’s report on “Indus- 
try’s Manifest Duty.” This report 
stated that labor had fought its way 
through the preliminaries fitting the 
worker for a greater role, and that in 
the future industry must cease to be a 
disconnected collection of groups. It 
must, the report urged, be organized 
on national lines for an era of service 
in which people will have as much of 
an industrial franchise as they now 
have a political franchise. 


THE PUZZLING FUTURE OF 
BONDS 
(Continued from page 517) 


tive category. As we have stated re- 
peatedly in these columns, for those 
inclined toward speculation in bonds, 
there may be opportunities in foreign 
issues but only those in a position to 
afford risk should buy them. 

Generally speaking, bonds are fav- 
ored by the long-range outlook for lower 
money rates and lower prices for com- 
modities. But, there will be a consid- 
erable number of issues adversely af- 
fected by lower commodity prices since 
in these cases it will presuppose lower 
earnings for the issuing companies. In 
the final analysis, the value of bonds 
must be judged not so much on nomen- 
clature or on supporting physical assets 
but on actual earnings plus financial 
health. The margin of earnings over 
interest payments is what basically de- 
cides the value of a bond. Where there 
is no question of earnings, that is where 
the company is so placed as to be able 
practically under all conditions to earn 
at least its bond interest, the market 
takes cognizance only of the interest 
rate as the factor in influencing the 
price. 


Conclusion 
To the extent to which other factors 


than money rates enter, depends the 
(Please turn to page 574) 
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The editors of THE MAGAZINE 
OF WALL STREET have an un- 
rivalled opportunity for judging 
the needs of the men and women 
who face the task of managing 
their funds for income and profit, 
—no matter whether this means 
their first $500 or a great estate. 
If the average investor possessed 
the proper background of under- 
standing, many of the dilemmas 
which our subscribers bring to us 
would never have come about, and 
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tion, we announce the Business- 
man—lInvestor’s Library. These 
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knowledge of economics, market 
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and handling securities which every 
investor - requires,——no matter 
whether ‘he is a long-swing holder 
of bonds. and stocks or a day-to- 
day operator. 

They are written in plain, business 
English, thoroughly _ illustrated, 
durably bound in flexible covers 


Every Prob- 








our readers would not have to 
spend time, effort and worry in attempting to retrieve 
money losses. 


stamped in gold, and are in every 
way a guide and an inspiration to independence and 
achievement. 





Investing and Trading and 





Apply the principles given in these four books to your own 


watch your profits GROW. 








Vol. 1: The Investor’s Dictionary 


487 Words and Expressions Clearly Defined. Includes every word 
or phrase used in security transactions,—such as ‘“‘cumulative,”’ 
“rights,” “allotment,” “amortization,”’ “balance of trade,’’ “‘callable,”’ 
“first and refunding,” “‘good delivery,” ‘index number,” etc., etc. 
The art of distinguishing exactly between securities and concerning 
market operations, requires a clear idea of every item dealt with. 
This beok sweeps away the vague notions which so often cause 
mis-steps. It clears up many points which have been feared because 

were not understood, and meets the needs of every investor. 


Vol. 2: Necessary Business Economics for 


Successful Investment 


Tracing movements which began long before the days of recorded 
history, this book sets forth the significance of such fundamentals 
as supply and demand, under-production and over-production, the 
effect of good and bad crops, the ebb and flow of credit, and similar 
factors which can be turned to good account by those who are wise 
enough to recognize the signs and take advantage of the trend. 


Vol. 3: Cardinal Investment Principles 


Upon Which Profits Depend 


Taking up the economic factors developed in the preceding volume, 
this book squarely faces the question of setting one’s own financial 
house in order. In short, making your plan and working your plan 
after it is made. For the man who is forced to confess that he has 
no clearly thought out schedule for the future, this volume will 
bridge many spots which could otherwise be covered only through 
costly experience, not to speak of the ever-present danger of 


Vol. 4: Principles of Security Trading for 


the Business Man 


There is nothing about the purchase or sale of securities which 
cannot be easily mastered by the average business man,—even though 
he is able to give the subject only incidental attention. The routine 
details are simple. But in no business must the rules be adhered 
to more closely. This book describes every step. 
guide to the beginner and a source book for the ex 
100% helpful. 
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i operator. 


These four books represent a fund of essential information which will be of 
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Associated Gas and Electric 
System 


Founded in 1852 


From a small beginning in 1852 when there were 
28 customers, the Associated System has grown until 
now it serves 420,000 customers in over 1,000 
communities located in 14 states. 


Facts of Growth 


70% increase in electric kilowatt-hour sales since 
1920. 

During the same period the gross revenue in- 
creased 50%. 

The number of customers increased 75%. 

The net revenue increased over 100%. 

60,000 new customers added since January 1, 
1926. 

78% of the net earnings are from the sales of 
electricity. 

$17,000,000 expended for new construction dur- 
— $14,557,000 to be expended during 
From 1919 to 1926 the number of Associated in- 
vestors increased from less than 1,000 to 37,000. 


9. Of this number 23,000 are customers. 
10. $10,000,000 of Associated securities purchased 
by customers and employees during 1925. 

The large number of customer investors in the 
Associated Gas and Electric Company reflects the 
high regard for the company on the part of those 
being served. 


Associated Gas and Electric Company 
Incoporated in 1906 


Write for our “Illustrated. Year Book.” 
? Associated Gas and Electric Securities Company 


61 Broadway New York 




















Long Term 


Bonds 


Offering a 


(Continued from page 572) 
degree of speculation which enters the 
situation. Hence, the future of all 


_ other than gilt-edge bonds will be de- 


termined by the fluctuating rate of 
earnings of their companies. Since this 
in turn will be determined by the gen- 
eral outlook for business, in a sense the 
outlook for bonds is predicated not so 
much on the outlook for money as on 
the future of business. 

It is not likely that during the next 
year business can drop off sufficiently 
to make an appreciable difference in 
the average bond. Indeed, there is 
among an appreciable number of these 
second-grade and even speculative is- 
sues, considerable room for enhance- 
ment for the time being. Nevertheless, 
looking further ahead, several years 
say, it cannot be gainsaid that the aver- 
age investor should not make any per- 
manent investments except in high- 
grade bonds. He may buy for tem- 
porary purposes individual issues which 
appear attractive for one reason or an- 
other as a profit, but he should be pre- 
pared to discard these when the time 
comes. 

Naturally, under these conditions the 
problem of bond investing becomes 
more complicated than ever. The in- 
vestor, therefore, must adjust himself 
to the theory that in bonds, as in stocks, 
his only safeguard is individual selec- 
tion based on weighty evidence that his 
bond measures up to reasonable re- 
quirements. We shall, of course, con- 
tinue to adjust our Bond Buyers’ Guide 
as conditions dictate, but we presume 
that eventually we shall be recommend- 
ing a smaller percentage of medium 
and speculative bonds than is the case 
at present. 


CANADIAN TAX COLLECTORS 
CAN REACH AMERICAN 
INVESTORS! 


(Continued from page 515) 


instance: Suppose you hold a bond of 
the province of Quebec. Assume, fur- 
thermore, that it contains no inheri- 
tance tax-exemption provision and is 
recorded on a Quebec registry. If you 
should die, Quebec might be after some 
money. So to be safe, one should al- 
ways avail one’s self of a U.S. registry 
wherever possible. 

The writer has just spoken of an in- 


A selected list of Long 
Term Railroad, Public 
List of Utility and Industrial 


heritance tax-exemption provision. This 
is important. For in mentioning pro- 
vincial bonds, it is only fair to say 
Bonds yielding 4.80% that there are some of them which will 
to 5.75% escape an inheritance tax levy even if 
, a one was otherwise due by reason of 
Ask for List A-l the simple fact that a specific provision 
to this effect went with the bond at the 
BY MACKAY & CO. time it was issued. When the follow- 
Write fer if ing securities were brought out, for 
circulars eG BANKERS example, the following qualifications in 
respect to inheritance taxes were made 

14 Wall Street, New York 


by the respective provinces. 
Members New York Stock Exchange 


Diversified 


Sound and 
Remunerative 
Investments 


Investment Bonds Since 1885 


112 W. Adams Street, Chicago Alberta 5s 1950, Alberta 4%s 1945, 


“Exempt from any present or future 
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Read R. W. McNeel’s 


“Beating the Stock Market” 


FREE FREE FREE 








“Beating the Stock Market’’ is in its seventh printing. It has 
already been read by thousands of investors the world over, and 
almost unanimously has it been acclaimed the greatest work yet 
written on the subject. The best evidence is the voluntary testi- 
mony of those who have it: 


“Of all the books about the stock market I have ever read, none can even begin to 


compare with ‘Beating the Stock Market.’ 
“I have reread it already several times and it is my intention to reread it every time 
I intend to buy or sell stock. 
“I wouldn’t take one hundred dollars for it if I couldn’t repurchase it. 
“I wonder why you don’t ask at least $10.00 instead of two.” 
—Dr. J. A. Saffir, Chicago, HMlinois. 


“Just one chapter is worth all you ask for the book. It is jxst what I needed.” 
—N. C. Lackland, Wilmington, Delaware. 


“I have just completed reading your book, ‘Beating the Stock Market.’ Were your 
charge five times the $2.00 or $10.00, I would still feel that I was getting more 
than value received, as I consider this the best work on this subject that I have ever 
read. There is more honest-to-goodness, common, ordinary horse sense in this little 
book, which, if followed, would save thousands of investors from losing their money.” 

—Willard P. Hawley, Jr., Portland, Oregon. 


“I have read only one chapter of your little book and I have already discovered the 
volume is now selling at a market price approximatel- but ten per cent of its true 
worth; therefore, kindly accept my commitment for this most profitable speculative 
investment.” —Dr. H. Y. Ostrander, Brooklyn, N. Y. 


“Anyone operating or contemplating operations in that fascinating field of what we 
may designate as ‘”~actical Finance’—whether investor or speculator—should read 
your excellent book repeatedly. 

“If he is a beginner, he surely needs it; if he ‘knows it all,’ he probably needs it 
just as much.” —H. E. Vogel, Springfield, Ohio. 


“Can state truthfully that it has already been worth more than its weight in gold 
to me.” —D. R. Peck, Detroit, Michigan. as 








R.W MSNEEL, DIRECTOR 
Sin frristocracy Of Se uccessfil investors” 
120 BOYLSTON STREET 
BOsTON,MASs. 


Merely by signing this coupon you will re-eive without obligation a copy of ‘‘Beating 
the Stock Market’’ for one week’s free examination. If after having read it you 
believe the book to be worth its price you can send the $2.00; otherwise you are 
privileged to return it. 






































Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, December 31, 1926 


RESOURCES 


Cash on Hand, in Federal Reserve Bank and Due from 
Banks and Bankers 

U. S. Government Bonds and Certificates 

Public Securities 

Other Securities 

Loans and Bills Purchased 

Real Estate Bonds and Mortgages 

Items in Transit with Foreign Branches 

Credits Granted on Acceptances 

Real Estate 

Accrued Interest and Accounts Receivable 


$168,736,406.58 
32,454,363.83 
16,120,214.43 
28,070,076.49 
421,315,108.91 
3,289,225.00 
10,180,623.79 
45,412,465.40 
8,008,186.04 
6,248,294.72 





$739,834,965.19 








LIABILITIES 
$25,000,000.00 
20,000,000.00 
5,958,981.13 


Surplus Fund 
Undivided Profits 





$50,958,981.13 


Accrued Interest, Reserve for Taxes, Etc. .......... 4,101,750.57 
Acceptances 45,412,465.40 
Outstanding Treasurer’s Checks 34,401,561.36 
Deposits 604,960,206.73 





$739,834,965.19 
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The North American Mortgage 
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(Continued from page 574) 
_taxes imposed by the.-Province of 
™ Alberta.” - 

Quebec 5s 1943 “Free from Succession 
Duties.” 

Quebec 5%s 1936 “Exempt from taxes 
imposed by the Province of Quebec 
Succession Duties Act.” 

On the other hand, there are of 
course always two sides to every fence, 
thus: 

New Brunswick 6s 1931 “Free fron 
New Brunswick taxes (except Suc 
cession Duties).” 


Where an investor can so determin: 
the tax liability on a bond without hav- 
ing to take all of his other holdings 
into consideration, his problem is natu- 
rally much simplified. It is needless 
to add that we should all of us like to 
see more of such clear-cut information 
come on the market whenever possible 

Now a word concerning the matter of 
rates, exemptions and deductions as 
allowed by the provinces of Canada in 
connection with any bond or stock that 
may be subject to an inheritance tax 
by them. By the word “exemption” we 
mean as in the U. S.—flat amounts al- 
lowed according to the relationship of 
the beneficiary, while by the word “de- 
ductions” we refer as in the U. S.—to 
allowances in connection with expenses 
of settling the estate. 

As among our states, there is a vari- 
ation found among the provinces. But 
an allowance may generally be relied 
upon in connection with the deductions 
that the home state allows the estate. 
Where the value of the net estate 
amounts to but a few thousands of dol- 
lars, little or no tax will probably have 
to be paid. But—also as among our 
states, it may take even a compara- 
tively small estate a little time and de- 
tail to ascertain the fact—which, in a 
way, is generally found to be somewhat 
of a tax in itself! However, we have 
all of us come by now to resignedly 
accept such as a sort of necessary evil 
incident to the settling up of any in- 
vestor’s estate—wherever it be situ- 
ated. So far as exemptions go, as in 
the U. S. we find that in Canada the 
husband, wife, child, father, mother, 
grandfather and grandmother are af- 
forded decidedly better consideration 
than is a stranger. 

As in the U. S., also, except possibly 
where the U. S. is not concerned over 
the place of residence of the benefici- 
ary, some one or more of the following 
considerations, as the case may be, are 
to be considered: 

1. The net value of the property. 

2. The place of residence of person 
or beneficiary. 

8. Degree of kinship or absence of 
kinship to the deceased. 

All of this can easily be seen in many 
cases to result in the necessity of study- 
ing each particular security by itself 
as well as the circumstances surround- 
ing the ownership. In that event, the 
reader may well conclude that Canadian 
inheritance taxes are no different than 
our own in that they possess complica- 
tions incident to the disease as it has 
affected the individual. 

If one might hazard a general state- 
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ment in summary, perhaps it might ap- 
pear as follows: 

1. Bearer (coupon) bonds are likely 
to cause the least trouble. 

2. Stock and registered bonds trans- 
ferable only on a registry within the 
province are likely to cause greatest 
concern. 

8. Immunity is not to be taken for 
granted merely because the security is 
a provincial one rather than one of a 
private business corporation. 

4. Deductions (re estate expenses) 
and exemptions (re size of net estate 
and relationship of beneficiary) are al- 
lowed. 

Having in mind at all times, of 
course, only the U. S. investor who is 
living and has his security with him 
on this side of the line, and also—that 
a chameleon has nothing on an inheri- 
tance tax law (Canadian or otherwise) 
when it comes to changing its color! 

Nor should it ever be forgotten that 
when it comes to the question of inheri- 
tance taxes in buying securities these 
days—as in the question of income 
taxes, one person may -need give pri- 
mary consideration to this matter of 


taxability whereas another may find it . 


in his case worthy of but secondary 
consideration. 

The actual impulse, of course, is to 
feel more concerned over living than 
death taxes. The man, for instance, 
who dies leaving only his wife and 
$100,000 can rest assured that (in the 
absence of poor management of funds) 
she will not exactly starve—even if a 
thousand or two are lopped off the net 
estate in the form of inheritance taxes. 
But, on the other hand, the man who 
dies leaving his $100,000 to his wife, 
knowing full well that she must com- 
plete the bringing up of their two chil- 
dren—and you have a different story! 
If he is conscientious, he will try to 
assure her of every possible penny. 

Assuming in the latter case that all 
other important features in two securi- 
ties are found to differ but little, why 
should he select the stock of an Ontario 
corporation that is not transferable 
outside of the province—in preference 
to one that is? Or the stock of a 
Michigan corporation in preference to 
stock of a Delaware one? ‘Or a bond 
of a Virginia corporation in preference 
to one of a company of the state of 
Maryland? ‘The answer probably lies 
in the fact that the average investor 
buys. securities from his investment 
house or bank without imparting suffi- 
cient information to them. Today, they 
really need to know more about a cus- 
tomer than merely the fact that he has 
some money to invest—if they would 
render him the best service. They can- 
not very well pointedly ask him ques- 
tions, for the reason might be wrongly 
construed. But they can help him— 
if he will but ask. It is up to him how 
far he shall go, and also how far his 
estate will go after he dies. 








The New York Trust Company 
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CONDENSED STATEMENT OF CONDITION 


At the close of business, December 31, 1926 


RESOURCES 


Cash on Hand and in Banks . 
Exchanges for Clearing House 
U. S. Government Securities 
Other Bonds and Securities 
Loans and Bills Purchased 
Bonds and Mortgages ad ag 
Customers’ Liability under Accep- 
tances and Letters of Credit 
Accrued Interest Receivable and 
' Other Resources 


. $ 32,966,205.01 
101,426,858.10 
1,4975719.-85 


19,025 ,998.34 
156,906,782.10 
1,321,010.00 


18,335,026.13 


329745499-47 
$334,504,090.00 











LIABILITIES 


Capital » oe ww ee ee $ 10,000,000.00 
Surplus... 10,000,000.00 
Undivided Profits . . . . 11,669,617.58 
Dividend Payable Jan. 3, 1927 . 500,000.00 
Reserve for Taxes, etc. 2,731,229.05 
Accrued Interest and Accounts 
Payaoe . 2 1 ws 
Acceptances and Letters of Credit 
Outstanding Certified and Treasurer’s 
Checks . . . . . . . 46,327,495.69 
Deposits a or or oe 232,705 637:36 
$3341504,090.00 


18,335,026.13 
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HOTEL EMPIRE 


Broadway at Sixty-Third St., New York City 
In the heart of the Automobile District 


A new fourteen-story fireproof structure. 
Unique location—ten minutes from forty 
theatres and near all places of interest. Sub- 
way, elevated, buses all at door. 

Room with private toilet, $2.50. Room with private 
bath, $3.50. Double room with private bath, $5.00. 


M. P. MURTHA, General Manager 
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any part of the United States. This 1925 1926 Increase % Increase 
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portance of having cur readers deal with 12 Months ...... 17,358,610.45 18,087,888.47 729,278.02 4.20 
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Specializing in the Underwriting and 
Distribution of Securities of 


Electric 
Power and Light 
Companies 


Securities of these Public Utility companies, long popular, are 
becoming increasingly so, largely because of the rapid growth 
in earnings, the non-competitive nature of the business and the 
fact that it is operated on a cash basis and without large inven- 
tories. Another important factor is the essential service ren- 
dered by the industry, and the ever growing demand for 
electricity for industrial and domestic purposes. 


For a number of years we have been actively identified with 
the financing of many important Electric Power and Light 
companies and have made a close study of the securities in this 
industry. In this connection we offer the experience and 
facilities of our organization. 

We have prepared a review of the Electric Power and Light 
industry setting forth its past progress and indicating the 
possibilities of future growth. Copies are available upon request. 


PYNCHON & CO. 


Members New York Stock Exchange 


111 Broadway, New York 
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You can easily build an independent income by setting aside 
regularly every month a definite amount for investment. The 
amount may be large or small—as much as you can afford. 
It’s regularity of investment that counts. 


Let us send you full information about an Investment Plan 
by which thousands of men and women are successfully and 
easily working their way toward financial independence. 


The coupon is for your convenience 


& 


GO WALL ST. NEW YORK 
BRANCHES IN PRINCIPAL CITIES 


ig ua without obligation, full information about a definite Investment Plan 
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(Continued from page 548) 

but may feel the effect still more of 
the lessening export demand through 
settlement of the British strike. Cur- 
rent figures for building activities are 
moderately lower than a year ago. Tex- 
tile mills are running at practically 
full time. The cotton price situation is 
the chief obstacle to an optimistic atti- 
tude but it is still too early to judge 
with precision the effect of lower cot- 
ton values on general business condi- 
tions in this district. 


Ninth Federal Reserve Dis rict 
(Minneapolis ) 


Summarized from the USINESS is 
characterized 


latest official bulletin as “spotted” in 

the Ninth Fed- 
eral Reserve District with not as much 
activity in the beginning of the last 
quarter of the year as in the same 
period of 1925. Relatively, the largest 
cities and the Spring wheat belt are 
not in as satisfactory condition as other 
areas in this district. There are, how- 
ever, other sections of importance that 
report good business generally. In the 
southern part of the Ninth District 
livestock and dairying have contributed 
to better conditions. The movement of 
iron ores has been the largest since 
1918. Car loadings of merchandise and 
miscellaneous commodities are the larg- 
est in seven years; this being, however, 
an uncertain test of business activity 
in this district. 


First Federal Reserve District 
(Boston) 
EW ENG- 


Summarized from the ph es 
: A us- 
latest official bulletin ge guerre fi 
erably more 
active than it was last Summer. Some 
curtailment in factory output in the 
Spring, followed by improvement in 
July and by still further increases 
throughout the Autumn, is typical of 
this district rather than the country 
as a whole. The value of New Eng- 
land business as determined by the 
total amount of checks drawn in im- 
portant centers continues to show a 
declining tendency from last Winter. 
The decline is accounted for almost en- 
tirely by lower general level of com- 
modity prices, the volume of business 
being sustained to a normal basis. The 
amount of checks drawn in textile cen- 
ters has been considerably reduced by 
the lower cotton values in both raw and 
finished products. Department stores 
have been placing an unusually large 
amount of orders for merchandise but 
in November, orders have been reduced 
as these buyers catch up on their re- 
quirements. Retail sales in Boston de- 
partment stores have been larger than 
last year, moreover, with fewer install- 
ment sales. Contracts for new con- 
struction during the past six months 
are smaller than a year ago indicating 
a real slowing down in building activ- 
ity, although residential building is 
well sustained. 
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BUYING SECURITIES WITH 
BORROWED MONEY 


(Continued from page 540) 





times more for a highly speculative 
issue) of the cost of the securities that 
he intends to purchase, which estab- 
lishes his credit with the broker for an 
“open account.” Every purchase or 
sale made through this account is “for 
the account and risk” of the customer 
—the broker assuming no responsibility 
other than to make the best possible 
sxecution of the orders given him. 
When the time comes to accept delivery 
and pay for the security purchased, the 
broker—again acting merely as the 
agent on behalf of the customer—ar- 
ranges for a bank loan and pledges the 
security to guarantee the bank that the 
loan will be paid. 

It is a matter of long established 
custom that when the market value of 
the security purchased through this 
method falls, then the broker calls upon 
the customer to furnish more “margin” 
for the broker’s own protection. Some 
customers believe that their responsi- 
bility ends when they put up the mar- 
gin requested or at least when their 
security is sold upon their failure to 
provide additional margin. As a mat- 
ter of fact their obligation is not ended 
until the full amount of money bor- 
rowed to complete the purchase in the 
first instance is paid off in full. It 
rarely happens that the broker is 
unable to liquidate the stock carried 
for his customer for a sufficient amount 
to repay this loan. Sometimes, in an 
especially violent market maneuver, the 
sum realized on a “forced sale” is 
smaller than the loan due the bank 
and the customer is called upon to pay 
the deficit out of his pocket. 


Dividends Must Be Collected 


When a security is pledged as col- 
lateral, on a margin transaction, it is 
usually not registered in the custom- 
er’s name and any dividends paid must 
be collected from the party in whose 
name it is registered, whether it be 
the brokerage firm, the bank or a 
former owner of the certificate. Ordi- 
narily this detail is taken care of by a 
clerk in the broker’s office without the 
knowledge of the customer and a credit 
will appear on the account rendered 
at the end of the month. A stock pur- 
chased outright and duly registered 
gives the owner no further concern as 
he receives the dividend checks direct 
from the company. Owners, who pur- 
chase on borrowed funds should keep a 
careful record of dividend credits. 

Active stocks may change hands 
many times in a month. Many transfers 
of ownership are made, however, with- 
out being recorded on the company’s 
books. The dividend is mailed in a 
routine way, to whatever name appears 
on the books of the company as the 
registered owner in accord with the 
resolution of the directors authorizing 
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Prices at the Mine 


Chart showing average price af anthra- 
cite coal perton atthe mine, from 1910 
to 1926. Retail prices follow this basic 


trend. 


Look Ahead. Fuel costs are rising 
fast. When you build or buy a house, 
you contract to heatit for years to 
come. What will your coal, oil or gas 


bill be in 1936? 


cAmazing Lumber 


Trend of Anthracite Coal 
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[not cut from trees] 


SAVES 14 FUEL 


Homes duilt with Celotex are not only more economical 
to heat but more comfortable + ++ warmer in winter, 
cooler in summer. Already used in more than 90,000. 


 Bigwevicee tests by heating 
engineers show that from 
25% to 35% of furnace heat is 
needlessly wasted through solid 
walls and roofs. 

That is because wood lumber, 
masonry and other usual walland 
roof materials, alone, offer too 


little resistance to the passage — 


of heat and cold. 

But this great waste can now 
be stopped. An amazing heat- 
stopping lumber is available for 
every home, at little or no extra 
building cost. In addition to its 
saving in heating costs, it brings 
comfort and health protection 
that can never be measured in 
dollars and cents. 

This amazing lumber is Celo- 
tex, not cut from trees, but 
manufactured in broad strong 
boards from the tough fibres of 
cane. It is stronger in walls 
than wood and many times bet- 
ter as insulation. It is enduring 


. . scientifically sterilized and 
waterproofed. 

Leading architects and other 
building authorities consider it 
one of the most important con- 
tributions ever made to Amer- 
ican building practice. 

Already more than 90,000 
home owners have built with 
this modern lumber. 

Economists welcome Celotex 
as an important factor in the 
conservation of our fuel re- 
sources. 

Thus Celotex takes its place 
as one of our basic industries. 
Its growth has been tremendous 
... from a production of 12 mil- 
lion square feet in 1922 to an 
output of over 300 million feet 
this year. 

Complete information about 
Celotex may be secured by ad- 
dressing The Celotex Company, 
645 N. Michigan Ave., Chicago, 
Illinois. 
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‘bey éKirk 


Established 1873 


Members N. Y. Stock Exchange 





Accounts Carried 


Conservative Margin 





Daily or Weekly 
Market Letter 


on request 





25 Broad St., New York 
Telephone Hanover 8030-8045, Inet. 

















J. K.RICE, JR. & CO. 








Dealers in 


Unlisted and Inactive Listed 
Stocks and Bonds of 
Industrial, Railroad, Utility, 
Mercantile and other 


Corporations, Insurance, Bank 
& Trust Co. Stocks 


J. K. Rice, Jr. & Co. 


Equitable Building 
120 Broadway 
New York 


Cable 
Address 
“Ricenor” 


Telephone 
Rector 
9030 

















IMPORTANT ISSUES 
Quotations as of Recent Date* 


Aeolian Co., pfd. (7) 

Aeolian Weber 

Aeolian Weber, pfd (7B) 

Alpha Port. Cement (3) 
Pfd. (7) 

—- Co. of Am.. 


American Arch (7P).. 

American Book Co. (1)... 

Amer, Cyanamid (new): 
Cl. 0.80 


Conv. Pfd. (1). 
Amer. Meter Co. (7).... 
Atlas Port. Cement (2) 
Pfd. (2.66) 
Babcock & Wilcox (7).. 
Barnhart Bros, ” Spindler: 
1st por (1) G 
2nd Pfd. (7) G 
Bliss (E. W.) Co. (1) 
Ist Pfd. (4) 
Cl. B Pfd. (0. 
Bohack = “_ Co. (10) 


Congoleum Co. Pfd. (7). 
Continental G. & El. (4.4). 
Part Pid. (8) 
Prior Pfd. (7) 
Devoe & Raynolds: 
2nd Pfd. (7) 
Fajardo Sugar (10P) 
Franklin Rwy. Sup. (4)... 
Giant Port. Cement 
Pfd. (3.5) 


Jos. eres Crucible (8) 
Johns-Manville, Inc., new 


-A (8 
Lehigh Port. Cement (3) 
a ee Mueller.... 
Pfd 


Pfd. (7) 
Nat’l Fuel Gas weber 
Neisner Bros. 


Phelps Dodge Corp’n (4) 
Pierce, But. & Pierce (2) 
Pfd. (8) 
Richmond Radiator .... 
Pfd. (3P 
— — Powder (8P) 


Ruberoid Co. (4) 

Safety Car H. & L. (8P) 

Savarnah Sugar (6P) 
Pfd. (7) 


Shaffer Oil & Ref. Pfd. (7) 
Sheffield Farms Pfd. (6) 
Singer Mfg. Co. (10P) 
Singer, Ltd. (%) 
Superheater Co. (6P) . 
Technicolor, Inc. 
Valley Mould & Iron . 
Pfd. (7) 
Wash. Ry. & Elec. (5) 
Pfd. (5) 
White Rock 2nd Pfd. (10) 
1st Pfd. (7) 
Woodward Iron 
Pfd, (6) 


*Dividend rates in dollars per share designated 
in parentheses, 

G—Guaranteed as to principal and dividend by 
Amer. Type Founders, 

P—Plus extras. 

B—Also extras on account of arrears. 

X—Ex-dividend. 








payment to all stockholders “of record” 
on a specific date. When the date ar- 
rives on which this dividend is actually 
payable, it may happen that the former 
“owner of record” has sold the certifi- 
cate to someone else. In the mean- 
time, however, the stock sells “ex-divi- 
dend” so the former owner is entitled 
to the dividend declared to him when 
he was a stockholder but which was 
actually mailed out to someone else at 
a later date. Here again is an impor- 
tant detail for the purchaser of securi- 
ties “on margin” but one that seldom 
worries the man who purchases for 
cash. 


The Dangers of Margin Trading 


The well advised security buyer will 
discriminate between using borrowed 
funds for investment and for specula- 
tive purposes. The practice of “trading 
on margin” is essentially speculative 
in the sense that the buyer has. no 
thought of permanent retention when 
he makes a purchase—his intent in- 
stead is to sell his holdings at the first 
opportunity to take a profit. The in- 
termittent price fluctuations are very 
likely to impair his equity, however, 
especially if the amount paid up in 
cash at the time of the purchase repre- 
sents only a small percentage of the 


total cost. He is already in the posi- 
tion of a debtor to start with and, con- 
sequently, price fluctuations may mean 
complete loss of capital instead of a 
temporary drop in the value of his 
holdings as would be the case if the 
investment were originally paid for in 
cash. 


Borrowing for Investment Purposes 


Borrowing funds for the purchase of 
securities to be retained more or less 
permanently as investments, however, 
plays an important part in the program 
of the ambitious income builder. The 
incentive to pay off the balance en- 
courages regular saving. To arrange 
for a loan with the aim of accumulat- 
ing sound investments in a systematic 
manner is a sort of Thrift Enforce- 
ment. It is far better to obligate one- 
self to put spare funds into income 
earning assets, rather than in luxuries 
that may merely gratify a passing 
fancy. 

If there are no other channels of 
credit open to the investor with such 
aim in view, one can take advantage 
of the partial payment plan which 
many investment firms have estab- 
lished for the convenience of their 
clients of modest means. In many re- 
spects, the partial payment plan has 
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the same characteristics as “trading 
on margin,” especially when only one 
or two payments have been made and 
the client’s equity in the security pur- 
chased is relatively small. Neverthe- ° ee e 
mn ie SO eeaenk ee a International Securities Trust of America 
acquiring good investments, if the ob- A MASSACHUSETTS ‘TRUST 
ligation to complete the payments 
agreed upon is conscientiously ad- Resources over $20,000,000 
hered to, may enable one to start from 
‘seratch” and ultimately build a good 
reserve of investments. A number of 
urporations, especially in the public 
itility field, offer investors the same 
igi in the acquisition of their consisting of one share of 6 per cent cumula- 
SS ° 
If one can arrange the credit di- tive preferred and one share of no par com- 
-ectly with his own banker instead of 2 nae: 
jealing. through the brokerage firm in mon, offer the investor a combination of an 
chis matter, so much the — Your investment security based upon diversifica- . 
‘redit standing with any broker or in- ; pate 
, aia ‘an sig seul Saninilieil by tion of principal, and a common share through 
the amount of equity standing at any which the holder may benefit from increased 
ime to your credit in the account. The 
nanker considers your credit standing 
from a broader point of view and on 
the whole, it is usually more satisfac- 
‘ory to arrange your loan directly with 


yvur own bank. ‘ For Booklet I-M.W., address 


TT. LT AE EIT 








The share units of this investment trust, 


prosperity of the trust. 














I rtant Dividend Announcements ° 
jaa diet a dividend directly Amer ican F ounders Tr ust 
from the company the stockholder _A MASSACHUSETTS TRUST 
must have his stock transferred to his First National Bldg. 50 Pine Street 
name before the date of the closing of Besten New York 
the company’s books. 


A4nn’l Amourt Stock Pay- 
Bate Declared Record able 


$2 Amerada Corp 1-15 1-31 
1% Am. Shipbuild. pf...1%% 1-15 2-1 
6% Am. Shipbuild. om....2% 1-15 

$7 Archer-Dan.-Mid. pf..$1.75 1-21 

.. Arch.-Dan.-Mid. om..$0.75 1-21 
$8.62 Assoc. D. Gds. cm...$0.63 1-15 

$7 Atch, T. & 8. Fe om.$1.75 1-28 

.. Atch, T. & 8. Fe cm.$0.75 1-28 


$8 Am. Smelt. & R. om.$2.00 1-14 7 
$7 Am. Smelt. & RB. pf..$1.75 ea Pantepec Oil Co. 
OF VENEZUELA 


$7 Atlantic Refining pf..$1.75 
7% Austin Nichols pf...1%% 

Over 80% of the wells drilled in 
Venezuela are producing wells 
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$6 Balt. & Ohio cm.....$1.50 
.. Balt. & Ohio om.....$0.50 


$6 Chic, Pneu. Tool. 

$4 Chic, Yell. Cab..... 0.338% 
61.20 Christie Brown cm...$0.30 

$7 Christie Brown pf....$1.75 
$0.80 Cont’l Motors 20 

$2 Eaton Axle & 8. om.$0.50 
6% Elec. B. & Sh. pf...142% 


Recently discovered wells are close to large conces- 
sions of the Pantepec Oil Co. The Union Oil Co. 
of California to begin development of 878,000 
acres of Pantepec properties early in 1927. 


%% Gimbel Bros. pf. 

$4 Kayser, J., om 1.00 
68.60 Liquid Carbonic com..$0.90 
$7 Loose-Wiles 2nd pf..$1.75 
$7 Louisville & Nash....$3.50 

7% McCrory Stores pf...1%% 
$6 Mo.-K.-Tex. p $1.50 

-» Nat’l Biscuit cm.....$0.25 
-. N. ¥., Ont. & West.$1.00 
$3 Outlet Co. cm. $0.75 

6% Pere Marg. pf. 

6% Pere Marg. pr. pf... 

7% Phillips-Jones pf.....1%4 
$4 Reading Co. cm A 
.. Reading Co. cm......$1.00 
$6 St. Louis, 8. F. pf..$1.50 

62%, Sears-Roebuck om..$0.624 
$7 Simmons Co. pf $1.75 
$4 South. Dairies A.... 
$5 Sterling Products.... 

{8.60 Thompson, J. R 30 

7% United Drug pf. 1%% 
$5 U. S, Ind. Alcoh, cm.$1.25 

7% Univ. P. & Rad. pf..1%% 

83% Vick Chemical $0.87% 
$7 Vivaudou pf 1 


Shares traded in on New York Curb Market 
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Descriptive Circular sent upon request. 


Peter P. Mc Dermott & Co. 
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$1,000 


Invested in one particular 
Investment Trust Common 
Stock about 5 years ago 
would now be worth in- 
cluding cash and_ stock 
dividends over $150,000. 


$1,000 


Invested in another lead- 
ing Investment Trust Stock 
two years ago would 
now be worth including 
cash and stock dividends 
over $10,000. 

Returns on other Investment Trust 
Stocks while not so _ substantial, 


nevertheless, show extraordinary 
possibilities. 


Details of leading 
Investment Trust Securities 
sent on Request 


Steelman & Birkins 


Specialists 
Investment Trust Stocks 
20 Broad St. New York 


Tel. Han. 7500 





r Booklet K 
| No Obligation | 


A Copy on Request. 


IDUNHAM @& Co} 


Hanover Sq., New York, N.Y. 


IMPORTANT ISSUES 
Quotations as of Jan. 5 


1926 Price Range 
————_, Recent 
Name and Dividend High Low Price 
Albert Pick Barth wit 13% 10 18% 
Amer, Gas & Elec. (1)ff.... 110% 64 13% 
Amer. Seating (3) 45% 32% 44% 
Amer. Super Power A (1.2)¢. 387% 19% 27% 
Amer. Super Power B (1,2)f. 21% 
Beacon Oil* 144% 
Celotex Co. (3) 83 
Centrif. Pipe (1)* 15% 
Cities Service New (1.2)f.... 87% 
Cities Service Pfd. (6)f 82% 
Consol. Gas of Balt 444% 
Consolidated Laundries (2)*.. 21 
Curtiss Aero} 15% 
Curtiss Aero Pfd. (7)f 15% 
Durant Motorst 8% 
Elect. Bond & Share (1)f.... 561% 
Electric Investorsf 30% 
Fed. Purchase ‘‘A’’ (3)*.... 26% 
Fed. Purchase ‘‘B’’ (1)* 5% 
Ford Motor of Canada (20)t.. 326 
General Baking A (5)* 44, 
General Baking B* 5 
Gillette Safety Razor (3)f... 89 
Glen Alden Coal (7)f 138% 
Goodyear Tira & Rubberf.... 27% 
Gulf Oil (1.5)+. 82 
Happiness Candy Store (50c)* 5% 
Hecla Mining (2)t 15% 
International Utilities Bf.... 3% 
Land Co. of Floridat 17 
Lion Oil & Refining (2)* 20 
Metro Chain Storestt 25% 
Mountain Producers (2.40)T.. 23 
New Mex, & Arizona Land}.. 17 9% 


1926 Price Range 
————_, Recent 
Price 


193 


Name and Dividend High Low 
New Jersey Zinc 

Nipissing Mining (60c)* 
Northern Ohio Powerf 
Pacific Steel Boiler* 

Puget Sound P. & L.f........ 
Rand Cardex, new (3) 

Reo Motor (80c)T 
Rickenbacker Motcr* 

Salt Creek Producers (2'%)f. 
Servel Corporation At 
Southeast Pwr. & Lt. newj.. 
So’east Pwr. & Lt. Pfd. (4)t 
Stutz Motors* 

Tidewater Associated (1.2)+.. 
Tidewater Asso. Pfd. /6)f... 
Trans Lux* 

Tobacco Products Exportf.... 
Tubize Artif. Silkt 2 
United Electric Coal 

Victor Talking Machinet 


STANDARD OIL STOCKS 


Continental Oil (1)t 

Humble Oil (1.2); 

International Pet. (50c)f.... 35% 
Ohio Oil (2)Tf 67% 
Prairie Oil & Gast 

Standard Oil of Ind, (2.5)t.. 70% 
Vacuum Oil (5)T 


Note: 

*Listed in the regular way. 

tAdmitted to unlisted trading privileges. 
ttApplication made for full listing. 





RANSACTIONS in the Curb Mar- 

ket were characterized by a high 

degree of irregularity during the 
past fortnight. Holiday influences 
were partly responsible for the lack of 
decisive price movements while initial 
trading in the New Year was of a 
semi-cautious type. Speculative opera- 
tions at present lack a basis of funda- 
mental news developments on which to 
form broad general conclusions. In 
other words, the year is still too young 
to permit a fair appraisal of coming 
industrial developments. 

Accordingly, trading has revolved 
principally around considerations hav- 
ing to do with individual earnings and 
dividend prospects. A number of the 


>_> 


higher priced issues, especially, were in 
great demand and reached new record 
high levels. At the same time, numer- 
ous other stocks of this type developed 
acute weakness. Selling pressure in 
these cases appears to have its origin 
in liquidation on the part of long 
holders who have come to the conclu- 
sion that present prices fairly discount 
future possibilities. 

The mixed price tendencies generated 
by this discriminate buying and selling 
was noticeable in all parts of the stocks 
list. Curb bonds, on the other hand, 
were uniformly strong. The insistent 
demand for bonds, of course, has its 
genesis in easy money rates and abund- 
ant supply of surplus capital. 





MARKET STATISTICS 


N.Y.Times Dow, Jones Avgs. 
40 Bonds 20Indus. 20 Rails 


89.63 
89.56 


160.22 
160.46 


Thursday, Dec. 23. 
Friday, Dec. 24.... 
Saturday, Dec. 25.. 
Monday, Dec. 27... 
Tuesday, Dec. 28... 
Wednesday, Dec. 29 
Thursday, Dec. 30. 
Friday, Dec. 31.... 
Saturday, Jan. 1... 
Monday, Jan. 3... 
Tuesday, Jan. 4... 
Wednesday, Jan. 5. 


89.47 
89.37 
89.41 
89.40 
89.49 


159.32 
157.19 
157.50 
156.55 
157.20 


89.47 
89.70 
89.74 


155.16 
155.53 
155.54 


HOLIDAY 


HOLIDAY 


N. Y. Times 
—50 Stocks 
High Low 


141.60 140.29 
142.32 140.59 
HOLIDAY 
142.35 140.44 
141.19 138.78 
140.30 138.33 
140.57 139.01 
139.92 138.22 
HOLIDAY 
139.52 137.50 
138.48 136.82 
138.99 137.77 


Sales 


1,582,976 
1,445,459 


121.95 
121.58 


121.35 
120.02 
120.33 
120.15 
120.86 


1,714,399 
1,982,033 
1,678,293 
1,483,696 
1,341,816 


120.09 
119.87 
119.77 


1,344,300 
1,491,640 
1,421,953 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





om + UN a oe ok ee 


WS ee 


, SS oe 








Profits Plus Income 


New opportunities for unusual profits in securities are 
disclosed every week to subscribers to The Investment 
and Business Forecast of The Magazine of Wall Street. 


In 1926 we made 133 recommendations for income and for market appreciation—53 
bonds, 66 preferred stocks and 14 common stocks—which showed 444 points market gain 
and 53 points market decline. This is a net of 391 points, in addition to income aver- 
aging more than 61/4 per cent. 


Besides this, we have been compiling for each new subscriber a special individual list of 
six stocks which do not appear in the regular advices and are not a part of the regular 
service. We keep a watch over these issues and at the opportune time advise the sub- 


scriber to take his profit. 


Bear in mind that these are not trading recommendations on speculative 
securities. The trading advices are issued as a supplementary depart- 
ment and cover normally from 5 to 10 stocks. (We do not advocate 
the use of more than 25 per cent of one’s funds in trading operations.) 
The advices are intended for the investor who wishes at times to make 
commitments based on the technical position of the market with a view 
to taking profits from the short swings. 


Can you afford to do without a service which guides you in making the kind of invest- 
ments that yield substantial profits as well as excellent income? We are in a market 
phase that demands the keenest judgment, the most critical analysis in the selection 
of securities, yet it is a market that will present many opportunities for profits along 
just the lines in which our experts specialize. 


Here Is the Complete Service 








Service Report 
1.—An 8-page service report issued regularly every Tues- 
day, with occasional special issues covering important 
changes in the trading position—sent by air mail if 
desired. 


Colorgraphs ; 
2.—The Magazine of Wall Street colorgraphs of Business, 
Money, Credit and Securities. 


Special Trading Advices ’ 
3.—Supplementary trading recommendations showing what 
and when to buy and sell,—in continuing tables. 


Bargain Indicator : 
4.—Dividend paying preferred and common stocks for in- 
come and profit. 


Unusual Opportunities 
5.—One or two recommendations each week of high grade 
securities with possibilities for market profit. We tell 
you when to sell. 
Bonds 
6.—Each week tables of standard bonds for income only, 
and also for income and market profit. 
Trend of Leading Industries 
7.—A thorough survey of the various fields of industry 
and finance. 
Replies by Mail or Wire 
8.—Prompt replies to inquiries regarding a reasonable num- 
ber of listed securities (limited only to 12 issues in any 
one inquiry)—or the standing of your broker. 
; A Special Wire or Letter 
9.—A special wire or letter when any important change is 
foreseen in the trading position. 


We are helping others to make money and the present is a particularly advantageous time for you 


to join us. 


Mail your remittance today for $75 fora special six months’ test subscription and we will: 


(a) send you The Investment and Business Forecast regular and special issues for six 


months. 


(b) analyze your present investment or trading position and tell you what to do with 


each security you own: 


(c) telegraph you at once (if you wish to take a trading position immediately) what 
stocks are in the best position to buy or sell at the time the wire is dispatched to you: 


(d) compile for you a special individual r 


dation covering six stocks and ad- 





vise you by personal letter when to close them out. 


The Investment and 
Business Forecast is the 
only service conducted 
by or affiliated with 
The Magazine of Wall 
Street. 


Weekly 
Wire 
Service 
Wanted? 
0 Yes 

0 No 
Jan. 15 
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Seneca aeemee SPECIAL SIX MONTHS’ 
INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 42 Broadway, New York City. 


I enclose check for $75 to cover my test subscription to The Invest- 
ment and Business Forecast for the next six months. 


0 Wire me collect upon receipt of this, what 
trading position to take, naming eight stocks. 











TRIAL COUPON ==<seseenene, 


The fact that you call for cer- 
tain papers and generally get them 
is no indication of tranquillity on 
the part of your filing clerk. She 
alone knows how hard it is to 
“maintain service” with a lot of 
bulging, over-crowded, back-slid- 
ing folders. She alone knows the 
strain and anxiety and loss of time 
in searching for papers under such 
conditions. 

Can the poor girl be helped? 
Absolutely and effectually! 


Check these 

‘advantages: Ac- 

cordion expansion, available as 

needed; indexes that always re- 

main in sight; material that will 

outwear a dozen folders; Quick 

and Sure filing and finding of 
papers. 

“Vertex” Expanding File Pock- 
ets cost less than delays, mussed 
papers and frayed nerves. And it 
won't cost you a penny to prove it. 

If you use letter files, the coupon 


below is good for a delivered sam- 
ple. No charge or obligation. 








CUT HERE 
Please send me for trial in my files a free 
sample of Bushnell’s Paperoid “VERTEX” 
File Pocket, as described in January 15 
Magazine of Wall St. 


Name of Firm 
Address 
Name and Position of Person Inquiring 


Letter Size or Legal Size Desired?........... 
To ALVAH BUSHNELL CO., Dept. K 
925 Filbert St. Philadelphia, Pa. 











KEEPING CLEAR OF MONEY 
PITFALLS IN RUNNING YOUR 
BUSINESS 
(Continued from page 511) 


capital which is too small in relation 
to the volume of business handled. 
The same is equally true of capital 
which, though large enough, is unwisely 
invested. 

It is evident that when a $10,000 in- 
vestment may easily carry a $30,000 
volume of business, it cannot do so if 
the capital is all tied up in fixtures. 
The writer has prepared numerous 
financial statements for concerns whose 
need for borrowing arose only because 
they made the mistake of having too 
large a proportion of their capital in- 
vested in real estate, equipment and 
other non-liquid assets. There is many 
a business which, while it is solvent in 
the sense that its assets greatly exceed 
its liabilities, yet is so tied up for cash 
that for all practical purposes it has 
no surplus at all over its liabilities. 
So much of what it owns is tied up in 
slow-moving and permanent possessions 
that even slightly depressed business 
conditions will put it into financial dif- 
ficulties. Though its capital is large 
enough, it has not been kept liquid, and 
is useless to meet pressing needs. 

That merchant is in the same class 
with those persons in every community 
who are “land poor.” They cannot 
meet their daily debts because their 
wealth, though ample, does not find a 
purchaser. I have often noticed, when, 
as an accountant, I have been placed 
in the most intimate position for ob- 
servation, that the strongest and long- 
est lived firms are those which keep for 
every dollar of current liabilities at 
least three dollars of current assets. 
By current liabilities I mean those due 
within a year, and by current assets I 
mean those which will be realized in 
cash within the same length of time. 
Indeed, conservative houses maintain 
the ratio as high as five or ten dollars 
of current assets to every dollar of 
current liabilities. A further principle 
must be adopted. Regardless of gen- 
eral solvency, the date that every lia- 
bility matures must be so arranged that 
it will find the merchant with sufficient 
cash on hand to meet the debt without 
disturbance. In the big business this 
is a problem that occupies the time of 
a specialized comptroller. In the small 
business, I am sorry to say, this is not 
given a thought. 

In times of prosperity, when money 
is easy, the business man must not 
make the mistake of borrowing in order 
to make permanent investments. Prof- 
itable though they may be, improve- 
ments are too expensive when they 
create current liabilities which may en- 
danger the whole financial position. 
Only a small proportion of the capital 
of a successful business should be in- 
vested, under ordinary circumstances, 
in land, buildings, equipment and kin- 
dred property. It cannot be denied, of 


course, that there is profit in the real 
estate business. So, many a merchant 
feels that since he must occupy real 
estate in order to conduct his affairs, 
he might as well add the fandlord’s 
profit to his own by buying the build- 
ing that he uses. He forgets, however, 
that when he does so, he diverts capita) 
from his merchandising activities, and 
it is questionable whether this diverted 
capital can be made to earn more in 
the new venture. 

Even if it can earn better profits, the 
capital becomes tied up in an extremely 
cumbersome fashion. Usually it is bet- 
ter for him to forego the landlord’s 
income and retain capital for regular 
merchandising functions. He can al- 
most reap greater profit from discount- 
ing bills for merchandise than from the 
rent on the real estate. Does this mean 
that a merchant must not own his place 
of business? Oh, no. He simply must 
not own it until he can comfortably 
afford it. As a firm prospers there will. 
of course, be desirable opportunities for 
the use of surplus funds in increased 
property holdings. But such invest- 
ments should be made only if they do 
not disturb the safe proportion of cur- 
rent assets to liabilities which I stressed 
before. 

What I have said here of current ob- 
ligations is as true of mortgages or 
what is sometimes called “permanent 
financing.” These too must be met at 
some time, and if care is not exercised 
they will then badly embarrass a busi- 
ness. A mortgage against buildings or 
equipment is a loan made on property 
of a receding value. By the time a 
renewal of the loan is to be made, the 
merchant has usually less security to 
offer than when he first negotiated the 
loan. Therefore, the lender will ad- 
vance a smaller sum than when the 
property was new and more valuable. 
For this reason the merchant should 
periodically consider as a current lia- 
bility and make provision for, a portion 
of his mortgage, though it is some time 
before the entire sum is due. For ex- 
ample: if the mortgage has six years 
to run and is drawn for $10,000, the 
merchant should consider that at least 
$1,000 is a current liability at the end 
of the first year, $2,000 at the end of 
the second year, and so forth. If he so 
prepares by setting aside funds he will 
not be inconvenienced when he finds at 
the end of the sixth year that he can 
only renew his mortgage for $4,000. 
In this way the mortgage fits in an or- 
derly manner into the genéral financial 
plan of a well-managed business. 

It is finally well to note here that 
unduly large investments in real estate, 
equipment, large unwieldy stocks and 
in disproportionately large volume of 
customers’ accounts have the effect of 
putting a man into several kinds 
of business at one time. A merchant 
enters his particular field because he 
feels himself to be an expert in it. He 
is a specialist. And he defeats his own 
ends if he dissipates his energies in a 
number of directions. Why should an 
able hardware man, grocer or clothier 
also try to be a realtor owning business 
property, a jobber stocking large quan- 
tities of merchandise, and a financier 
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carrying a host of customers who can- 
not or will not pay their bills promptly? 
Financing on borrowed money is in 
itself a business—and a highly skilled 
and dangerous one. No business under- 
taking, of course, is without speculative 
features, but it behooves the merchant 
to reduce to a minimum those which 
attach to his own specialized field. He 
will have gone a long way in the right 
direction if he starts his new business 
with twice the amount anticipated for 
its needs, expands his growing business 
on his earnings rather than his borrow- 
ings, and when established he keeps his 
assets liquid and incurs only self- 
liquidating liabilities. 


THE BUSINESS OF TRADING IN 
STOCKS 


(Continued from page 535) 


published, it is almost uncanny to find 
that the market does actually value 
common stocks in reasonably close 
agreement with prices derived from the 
table—provided one merely assumes 
that the same average rate of increase 
in earnings per share that has pre- 
vailed in the past will continue in the 
future. For this reason, although the 
heading to the first column in our table 
is theoretically correct, in actual prac- 
tice it is better to use, “Average An- 
nual Rate of increase in Earnings per 
Share (% of current Earnings per 
Share).” The only exception is where 
a company evidences unusual con- 
servatism in its dividend policy, when 
actual dividends should be used in lieu 
of earnings. 

It should be of great practical benefit 
to both traders and investors if market 
writers would substitute, “True yield 
at current rate of increase in earn- 
ings,” i. e., Spec-investment yield, for 
the essentially meaningless “Apparent 
yield,” i. e., Investment yield, which is 
now universally employed as an index 
of value. The writer surmises that 
general adoption of this usage would 
tend to stabilize the market for com- 
mon stocks by exposing the situation 
more forcibly at times when manipula- 
tion undertakes to carry prices far be- 
yond the level of true value. 


EXAMPLES Allied Chemical: Ap- 
parent yield 2.9%. 
Earned $5.75 per share in 1922, and 
$8.18 in 1925; current dividend rate, $4 
per share. What is its intrinsic value 
as a spec-investment to yield 7%? 
Average annual rate of increase in 
earnings per share is here $0.81, which 
is 10% of 1925 earnings. Turning now 
to the table, and following along the 
10% increase line until the 7% yield 
column is reached, we find the figure 
35.1 for the value per share with a $1 
dividend rate. Since the rate is $4, 
Intrinsic Value should be 4 times 35.1, 
namely 1403. The stock sold at this 
price today (time of writing). 
Endicott-Johnson: Here is a stock 


JANUARY 15, 1927 














Pathfinders 


An advertisement of 
the American Telephone and Telegraph Company 


CHRISTOPHER COLUMBUS 
discovered America, 
thus adding a new 
world to the old. Alexander 
Graham Bell discovered the 
telephone, giving the nations 
of the earth a new means of 
communication. Each ven- 
tured into the unknown and 
blazed the way for those who 
came after him. 


The creating of a nation- 
wide telephone service, like 
the developing of a new 
world, opened new fields for 
the pathfinder and the pio- 
neer. The telephone, as the 
modern American knows it, 


has been made possi- 

ble by the doing of a 

multitude of things 
in the realms of-research, 
engineering and business 
administration. 

Its continued advance- 
ment requires constant effort 
in working upon a never-_.| 
ending succession of seem- 
ingly unsolvable problems. 


Because it leads the way 
in finding new pathways for 
telephone development, the 
Bell System is able to pro- 
vide America with a nation- 
wide service that sets the 
standard for the world. 





Curb Securities 


We offer out-of-town Banks, Brokers 


and private investors, our unexcelled 
facilities for executing orders in all 
Curb securities and invite correspondence 
on this subject. 


Abrahams, Hoffer & Co. 
Members N. Y. Curb Market 


29 Broadway New York 


Telephone Bowling Green 1350 


Offering Sate Securities of Electric Light 
and Power,Gas, and TransportationCom- 
panies operating in 20 states, 


Write for list. 


UTILITY 
SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 
Milwaukee St.Louis Louisvitie Indianapolis 
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Preferred Stocks 


of 


Electric Light 
and Power 
Companies 
Dividends free from 


Normal Federal Income Tax 


We have prepared a Spe- 
cial List containing a num- 
ber of carefully selected 
issues in this group. The 
yields range from 7.00% 
to 7.50%. ; 


A copy of this list will 
be furnished investors 
upon request. 


MCDONNELL & CO. 


120 BROADWAY 


NEW YORK 
Members New York Stock Exchange 





SAN FRANCISCO 


WALSH-O’CONNOR 
& COMPANY 
Members 
NEW YORK STOCK 
EXCHANGE 


SAN FRANCISCO STOCK AND BOND 
EXCHANGE 


345 Montgomery Street 
Telephone Davenport 2100 
San Francisco 


Oakland: Central Bank Bldg. 
Telephone Oakland 344¢ 


Lm OP 





Bonds for Investment 


Newburger, Henderson & Loeb 


1512 Walnut St., Philadelphia 
100 Broadway, New York 
Member N. Y. & Phila. Stcck Exchange 











Dividends 


ORPHEUM CIRCUIT, INC. 


January 4, 1927. 


PLEASE TAKE NOTICE that Orpheum 
Circuit, Inc. has this day declared a divi- 
dend of sixteen and two-thirds (16 2/3c) 
cents per share upon its outstanding com- 
mon stock, payable February 1, 1927, to 
stockholders of record at the close of busi- 
ness on January 20, 1927. | 

Also regular quarterly dividend of two 
(2%) per cent upon its outstanding pre- 
ferred stock, payable April 1, 1927, to 
stockholders of record at the close of busi- 
ness on March 15, 1927. 

The stock transfer books of the Company 
- will not be closed for either of the above 


dividends. 
B. B. KAHANE, Secretary. 
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When doing business with our advertisers. 


San Francisco Stock and 
Bond Exchange 


HIS table is published regularly for the convenience of 
those of our subscribers and readers who are, or may be, 
interested in leading Pacific Coast securities. 


Bank and Public Utility Stocks 


Anglo & London Paris Nat. Bank 
Bancitaly Corporation 

Bank of Italy 

East Bay Water A Pfd 


Great Western Power Pf 
Key System Prior Pfd 
Los Angeles Gas Pfd 


Alaska Packers’ Assn 
California Packing 

California Petroleum 
Caterpillar Tractor, new...... 
Emporium Corpcration ...... 
Fireman’s Fund Insuranco...... 
Foster & Kleiser (cm.)........- 
eee eee 
Hawaiian Com]. Sugar......... 
Hawaiian Pineapple 

Home Fire & Marine 








eer eee a 


Hunt Brothers Packing ‘‘A’’ 
Illinois Pacific Glass ‘‘A’’ 
North American Oil 
Paraffine Common 

Richfield Cons. Oil 
Schlesinger A Common 
Shell Union Oil 

Southern Pacific 

Sperry Flour Common 
Spring Valley Water 
Standard Oil of Calif 
Union Oil Associates 

Union Oil of California 
Union Sugar Common 
Yellow & Checker Cab ‘‘A”’ 
Zellerbach Corporation 


with earnings per share as steady as 
the Rock of Gibraltar. They have 
neither increased nor decreased during 
the past few years. Hence, in this in- 
stance, true yield would coincide with 
apparent yield. Paying $5 a share, 
both yields work out at about 7%, 
around current market price of 70. In 
other words, the stock is now selling 
very close to Intrinsic Value. 
International Shoe: Apparent yield 
4.3%. Earned $9.66 in 1922, and 
$12.28 in 1925; paid $6 in 1926; cur- 
rent rate $7. What is the true yield at 
current market price of 161? Here 
the average annual increase in earn- 
ings per share figures out 7% of 1925 
earnings, and current market price is 
23 times current dividend. Following 
along an interpolated line, half way 
between the 6% increase and the 8% 
increase lines in the table, we come to 
the figure 23 (approximate) in the 8% 
yield column. Hence, the true yield is 
8%. To yield 7%, the price would 
have to be 2015. It actually sold as 


Federal Brandes .......0..---sesseeseeeeeeeeee 


Pacific Telephone & Tel. Pfd. .............4--- 


Industrials and Miscellaneous 


-——_1927_, Last Sale 
High Low 
197% 
92% 
540 
97 
10% 
103% 
69 
99% 
107% 


Div. Rate 


8.00 185 185 
4.00 715% 69 
2.00 31% 30% 
sees 27% 
36% 


111% 
25 
23% 
29% 

110% 
441, 

102 
59% 




















high as 199% in 1925, perhaps dis- 
counting this year’s dividend increase 
to $7. It is estimated that this year’s 
earnings will scarcely equal those for 
1925, which probably explains the cur- 
rent 8% yield. 

United Fruit: Apparent yield 3.3%. 
Paid $1.60 per share in 1918 (on basis 
of present capitalization), current rate 
$4. To yield 7%, its spec-investment 
value should be 120, which is close to 
current market price. Should an extra 
be declared, the stock would be worth 
more; but not so much more as it 
would if the regular dividend were in- 
creased by a like amount. The dif- 
ference in market influence between 
extra dividends and an increase in the 
regular rate was illustrated strikingly 
in 1926 by the conspicuous advance in 
U. S. Steel, following decision by the 
directors to pay $7 regular, instead of 
$5 regular plus $2 extra as had been 
the custom for several years previously. 

S. S. Kresge: The accompanying 
graph depicts the recent history of one 
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of the most remarkable issues now 
listed on the Big Board. During the 
past eleven years its dividend has been 
doubled every three to four years, due 
to exceptionally capable management 
and the fact that about 75% of each 
year’s earnings have been devoted to 
expansion. On economic grounds it is 
inconceivable that dividends should go 
on increasinging indefinitely at this 
geometric rate; but if it could be guar- 
anteed that they would, then, theoreti- 
cally, no price would be too high to pay 
for the stock as a long-pull spec- 
investment. It is remarkable, under 
the circumstances, that our 7% yield 
line (see graph) should fall within the 
range of market prices actually 
recorded during the past few years. 
That the stock was a great bargain 
during early post-war years, is shown 
by the large gap between this line and 
actual market prices prior to 1923. Of 
course, it was certain that the high in- 
terest rates of that period would drop 
back to normal in due time; and that 
Kresge, selling in 1919 to 1922 on an 
average true yield basis of about 
10%%, would eventually rise to a 7% 
true yield basis. In 1925 this stock did 
actually rise to a price at which the 
true yield was only 41%4%, and the ap- 
parent yield scarcely 1%. Even now, 
we regard Kresge as an attractive long- 
pull spec-investment around current 
price of 60, yielding 7%; even though 
the apparent yield is only 2%. 


NOTE :—The Durand Formula. 


If y = true yield, expressed as a 
decimal, i 

D = annual dividend ($ per share), 
= annual rate of increase in divi- 
dend ($ per share); then V = 
Intrinsic Spec-investment Value ($ 

D d(4+y) 

per share) = — +. ———_—_ 


y 4y’ 


(Part XII, on Rights, Privileges and 
Arbitrage, will appear in our next 
issue.) 


Important Corporation Meetings 


Date of 
Company Specification Meeting 
Hudson Motor Car 1-15 
Warner, Charles 1-17 
Lehigh Valley R. R 1-18 
Continental Motors 
Northern Pacific Ry 
U. 8. Cast Iron Pipe & Fdy 
nternational Shoe 
American Safety Razor 
International Shoe Directors 
International Silver Directcrs 
Montana Power ; Directors 
New Jersey Zinc 
New York Central 
Advance-Rumely 
Bethlehem Steel Corp Directors 
Central Railroad of N. J Directors 
Dividend 
Kansas City Southern Ry Directors 
Martin-Parry Corp. ............. Dividend 
Mathieson Alkali Works Directors 
Yale & Towne Mfg. ........... Directors 
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J. S. BACHE & CO. 


Established 1892 


MEMBERS New York Stock Exchange, Chicago Board of Trade, New York 
Cotton Exchange, and other leading exchanges 





COTTON 
RUBBER 


GRAIN 
COCOA : 


BONDS 
SUGAR : 


STOCKS 
COFFEE 





Branches: Albany Schenectady Troy Syracuse Rochester Watertown 
Utica Buffalo Worcester New Haven Toledo Philadelphia 
Atlantic City Detroit Houston Kansas City Omaha Tulsa 


Correspondents in other principal cities 


New York Office - - 42 Broadway 
Chicago Office, 231 So. La Salle Street 





“THE BACHE REVIEW,” published weekly, sent on application. 

Readers of the Review are invited to avail themselves of our facilities {or 

information and advice on stocks and bonds, and their inquiries will receive 

our careful attention, without obligation to the correspondent. In writing, 
please mention The Bache Review 


A Weekly Commodity Review is also issued and will be sent on application 





























LOGAN & BRYAN 


BROKERS 


STOCKS, BONDS, COTTON, GRAIN, COFFEE, 
SUGAR, COTTON SEED OIL & PROVISIONS 


MEMBERS: 

Minneapolis Chamber of Commerce 
Winnipeg Grain Exchange 

Salt Lake City Stock Exchange 

Los Angeles Stock Exchange 

Montreal Board of Trade 

Pittsburgh Stock Exchange 

Duluth Board of Trade 

San Francisco Stock and Bond Exchange 


New York Stock Exchange 

New York Cotton Exchange 

New York Produce Exchange 

New York Coffee & Sugar Exchange 
New York Rubber Exchange 
Chicago Board of Trade 

Chicago Stock Exchange 

Boston Stock Exchange 


PARTNERS: 
Benj. B. Bryan, Jr. B, L. Taylor, Jr. 
Louis V. Sterling J. J. Bagley Harry L. Reno 
James T. Bryan E, Vail Stebbins Parker M. Paine 
Private Wires Atlantic to Pacific connecting with important 
intermediate points in the United States and Canada 


Main Office—42 Broadway, New York 


BRANCHES: 
LOS ANGELES CHICAGO SEATTLE 
Crocker Bldg. 636 S. Spring St. Board of Trade Bldg. Dexter Horton Bldg. 
841 Montgomery 8t. Biltmore Hotel Congress Hotel Olympic Hotel 
SANTA BARBARA CORONADO BUTTE MINNEAPOLIS WINNIPEG 
PASADENA HOLLYWOOD = GRAND RAPIDS 


LONG BEACH SAN JOSE AHA OIL CITY 
SAN DIEGO SPOKANE DULUTH HOT SPRINGS QUEBEC 
FRENCH LICK SPRINGS AND OTHER POINTS 


William F. Kane 


pot. > Se R. C. Jenkins 


SAN FRANCISCO 





























SECURED BY LOS ANGELES FIRST MORTGAGES 


Oo 


Builing and Loan 


Payable i in New York, 
San Francisco 


or Los Angeles 


Under State Supervision. 
Denominations as low as $100. 
Non-fluctuating, stable, safe, 
convenient, convertible. 


Legal for Trust Funds. 
Write for full details. 


Guaranty 


BUILDING & LOAN 


Association 


. 6335 Hollywood Blvd. 
LOS ANGELES 


Ask us anything about Los Angeles 


Saving Shares, Vacation 
5 % Travel Club, Christmas 
Club. 
6 % rent rate of dividends on 
Regular Monthly Install- 


ment Shares. Save systematically 
and enjoy a home and other com- 
forts. 


Six per cent is the cur- 


Write for booklet ““M” 


RAILROAD BUILDING 
& LOAN ASSOCIATION 


441 Lexington Ave., New York, N. Y. 


The Magazine of Wall Street has compiled 
a list of books on speculation, Economics 
and Business subjects published by other 
companies. All of these books have been 
read by our oi of experts and we heart- 
ily recommend them to our readers. We 
invite further correspondence about this 
list. Address your inquiries care of Book 
Department. 





Dividends 
The Borden Company 


Common Stock Dividend No. 68 

uarterly dividend of $1.25 per share 
Pe een declared on_ the ‘outstanding 
common stock of this Company, payable 
March 1, 1927, to stock holders of record 
at the close of business February 15, 1927. 
Books do not close. Checks will be mailed. 

WILLIAM P. MARSH, 
Treasurer. 


t 
* b qemkess 
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FACTORS WHICH WILL INFLU- 
ENCE THE EARNINGS OF 
LEADING INDUSTRIES 


(Continued from page 532) 








change in their position. Labor, highly 
organized, has been far more costly to 
the northern mills than to those in the 
South where there is little organization 
of the workers and an abundant supply 
at much lower cost. In their proximity 
to the source of raw material also, the 
southern mills enjoy a considerable ad- 
vantage. 

While under less onerous conditions 
the northern mills have felt this south- 
ern competition, in the past few years 
they have felt it more keenly. How- 
ever, not even the greater natural ad- 
vantages of the southern manufac- 
turers have been sufficient to keep them 
out of the grip of grim depression. 
Dividend reductions and omissions in 
the textile industry may be numbered 
by the score. 

Despite the generally high level of 
business activity in other lines and an 
almost entirely satisfactory level of 
public purchasing power, demand for 
textiles has shown little vitality. At 
least, it has not been sufficient to main- 
tain productive activity at producing 
centers at profitable levels. Style 
changes have undoubtedly played some 
part. in reducing the consumption of 
goods but more to the point is the evi- 
dent excess of manufacturing capacity 
over present-day consumption. As with 
many other industries, the textile in- 
dustry is over-manned. Unlike the 
others, however, it has not been able 
to overcome this defect for, as stated, 
consumption has tended to lag in con- 
tradiction to the so-called “normal” 
growth of the country. 

Inability to maintain plants at capac- 
ity operations or even at rates ap- 
proaching capacity has been the result 
of this situation. Added to the inevita- 


- ble rise of overhead expenses attending 


part time output, competition for busi- 
ness has forced prices downward. 
Little or no opportunity was afforded 
manufacturers during the year to im- 
prove slender or non-existent profit 
margins by careful handling of raw 
materials. The downward drift here 
also forced adherence to conservative 
buying policies and profits on account 
of inventory were, accordingly, not to 
be made. 

Near the close of the year, however, 
the textile trades staged a very fair 
recovery. Business in cotton goods was 
stimulated and operating conditions 
improved by the drop in raw material 
costs. While neither cotton nor woolen 
manufacturers were able to return to 
a satisfactory earnings basis, prospects 
for further recovery are at least en- 
couraging. 

Silk companies were and still are in 
a much more favorable position that 
their contemporaries. Hand-to-mouth 
buying, irregular demand and cautions 


(Please turn to page 590) 





PUTS & CALLS 


If stock market traders under- 
stood the advantage derived from 
the use of PUTS & CALLS, 
they would familiarize themselves 
with their operation. 


PUTS & CALLS place a 
buyer of them in position to take 
advantage of unforeseen happen- 
ings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence imvited. 


GEO. W. BUTLER & CO. 
Spocialiots in 


Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 
20 BROAD ST. NEW YORK 
3860 
3861 
3862 
3863 


Phones, Hanover: 











SHORT TERM 
8% BONDS 


Maturities—2 to 8 years; 
Security— First Mortgages on new, 
income-producing buildings; first 
lien on income; monthly advance 
payments on interest and principal 
collected’ from the borrower by 
trustee; 

Trustee: Trust Company of Flori- 
da operating under state banking 
supervision: 

Record: No loss to any investor 
since the business was founded in 
1909. 

Free Booklet: Mailed on request. 


First Mortgage Bonds at 8% 
$100 Bonds, $500 Bonds, $1000 Bonds 
Partial Payments Arranged 


Write ty 


‘TRusT CoMPANY or FLORIDA 


Paid-in Capital and Surplus * 


MIAMI, FLORIDA 











Brainy Diet. 


“Fat, oil, butter, cream ani caused 
catarrh and deafness, but * me 7-7 of gory ptm 
brain power and complexion oa hope owed tremendously, at 

ante ale. mpro 
ueceeded financial e ronal Booklet 10c. BR 
SCHOOL OF marines Nab eT 131 West 72nd St., New York. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Building & Loan Aoscidlens 


We will be glad to answer any questions regarding Building & Loan Associations 
in any section of the United States. Address Building & Loan Ass’n Dept., 
c/o The Magazine of Wall Street, 42 B’way, New York City 


TY NENG RUA UNE NENA OTLEF 




















FLORIDA’S SAFEST 


INVESTMENT 


| Lakeland Building and Loan Association 


Capital, $2,000,000.00 
RETURNS 8% WITH 
100% SECURITY 


| Shares for sale at par, 
instathnents of 2 per cent, 


each year. 


required. 
Let Us Send You Booklet 


LAKELAND BUILDING AND 


LOAN ASSOCIATION 


Box 35 


$100.00 per mere 
without bonus or commission of any kind. 
Pays 8 per cent per annum, in quarterly 
January first, 
April first, July first, and ‘October first 0} 
Owners of these shares have no 
taxes to pay, no insurance to look after and 
} no titles to bother with. Money available any 
} time and no notice of desire to withdraw is 


LAKELAND, FLORIDA 


if 














Colorado 





Payable Quar 


warterby 


Guaranteed 


5-YEAR—(FULL Income 
CERTIFICATES 


issued in bond form with interest coupons 
attached. Amounts $50 to $10,000. Protected 
by conservative mortgages on modern homes 


—plus our permanent capital. 
vised. 


Write for folder “C”. 


State super- 


‘Silver State Bldg. & Loan Assn. 


1648 Welton St., Denver, Colo. 


Member Colo. State and United States Bldg. 


& Loan Leagues. 





Alabama 











| 8% on Monthly Savings 


8% on Fully Paid 
Certificates 


| in amounts from $50.00 to $5000.00, 

withdrawable on thirty days notice. 
: Secured by First Mortgages on 
' Homes not to exceed 60% of valu- 
| ation. 


ALABAMA MUTUAL BLDG. & 
. LOAN ASSOCIATION : 
2012 Fourth Avenue, Birmingham, Ala. 


THRIFT WEEK 


is every week in 


SUNNY SAN ANTONIO 


We have three plans for handling sav- 
ings and investments. 


Monthly Savings Certificates 
Advance vaananat Certificates, 


both of which earn 8% per annum 
compounded semi-annually. ¥ 


7% Investment Certificates, 


which earn 7%, payable in cash, 344% 
each six months. 


Ask for our booklet 
“Where Dollars Grow” 


Resources $3,000,000.00 
SAN ANTONIO BUILDING & LOAN ASS'N. 


San Antonio, Texas 


7% Cash Dividend 
—— 


= idends able lst and January 
oO Mie as te wae ae 
- deletion 7 pai time, subject to 
right to require 30 days’ notice. 
Issued in any multiple of $500.00. Safety 
assured by Old Line Building & Loan 
Plan, under State Supervision. Our 
average only 46.7% of the appraised value 
of improved real estate security. 
Ask for Literature. 
NORTH TEXAS BUILDING & 
LOAN ASSOCIATION 
708 Ninth St. Wichita Falls, Texas 
Assets exceeding, $1,300,000.00 


Let Us Send You One 


Our Sixteenth Semiannual 
Report will be off the press 
_about January 20th. This re- 
port gives a great deal of in- 
teresting information regard- 
ing the $200,000.00 in semi- 
annual interest dividends 
which we are paying our in- 
vestors January 1, 1927. 

Your name and address on 
the attached coupon will 
bring you a copy of this 
report. 


Ponca City Building & Loan Co. 
Masonic Bldg. 
Ponca City, Oklahoma 


Ponca City Building and Loan Co 
Ponca City, Okla. 

Gentlemen: 

Please send me your Sixteenth Semi- 

annual Report. 


Address 








Minnesota 





8% COMPOUNDED 
Semi - Annually 


on investments; in monthly payments 

or lump aes ——s —_ Estate Se- 

curity; Tax Exempt; State upervision. 
se Send for Details. 

















Interest paid on our CERTIFI- 

% CATES OF INDEBTEDNESS 

backed by an experienced man- 

agement and conservative loans 

on Minneapolis and St. Paul homes. Present 

dividend rate on shares, 7%. Interesting 
booklet free. 


TWIN CITY BUILDING AND LOAN 
ASSOCIATION 


Minneapolis, Minn. 





First Real Estate Loans 


Okmulgee Building & Loan Ass’n 
State Supervision 
% Tax Exempt 


P 


Industrial | Bide. & Leon ves 
26 W. Sth Street 























New York 


Indiana 











BUILDING LOAN & SAVINGS INSTITUTION 
195 Broadway, N. Y. C. 


Supervised by N. Y. State Banking Dept. 
5% and 
Regular 





170 Fulton St. 





6% Interest 


Compounded seml-annaally, on invested funds, In menthly 
payments or lump sums. 
Shares $100.00 each 
Under state supervision and controlled by bank directors. 
The Logansport Building & Loan Association 
Logansport Indiana 
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DAVEGA, INC. 


(United Sports Shops) 


This Company, retailing the 
largest volume of sporting 
equipment in New York City, 
is showing tremendous in- 
creases in both salesand profits. 


The Common Stock with no 
bonds or preferred outstand- 
ing offers unusual possibilities, 


Booklet M-11 on request 


Baker Simonds | 


& CO, inc. 


115 BROADWAY 
Telephone Rector 4282 


NEW YOR< BUFFALO DETEOIT 








A Longer 
Bali 


Without 
“Pressing” | \ 
At Atlantic City 


OU’LL get a longer carry 

and a longer roll, at At- 
lantic City—just swing easy 
and leave the rest to the 
climate!—You’ll not only 
get your drive back on the 
tee, but you'll get back the 
“drive” you need in town!— 
One week-end at The Ambas- 
sador will put you in shape to 
start something back home! 


400 rooms, $10 or less 
Special Health Period Rates 


Get in on them now! 


(She 


Write or wire 
for reservations 


Ambassador 


ATLANTIC CITY 





(Continued from page 588) 
production policies have marked this 
branch of the industry as well as the 
others. Nevertheless, many silk manu- 
facturers have been doing quite well 
largely because, in this case, the bal- 
ance between consumption and produc- 
tion is fairly in alignment. 





A bil EADING 
utomobiles motor car 

producers have 
lately given free utterance to optimistic 
predictions for 1927. With all due re- 
spect, it may be questioned whether 
these hopeful forecasts are not in the 
nature of cloaks to hide inward mis- 
givings for the automobile industry 
plainly faces some knotty problems. It 
has completed another record year in 
point of output and again confounded 
proponents of the “saturation” idea. 
Production of passenger cars and 
trucks for the first eleven months of 
1926 totaled more than 4.09 millions. 
This figure compares with 3.86 millions 
in the corresponding period a year ago. 
Yet, notwithstanding this sustained 
volume of output, prosperity, as in 
1925, was once more distributed irregu- 
larly among the several companies. 
Many lost more ground. Profit margins 
generally were well below the level of 
1925. General Motors demonstrated its 
superiority over competitors by proving 
an outstanding exception to the list of 
producers whose profits suffered a de- 
cline. 

The steady encroachment of the 
lesser lights, led by General Motors, in 
the field of low-priced cars and the 
gradual loss of Ford prestige has 
raised a new bogy of competition. In 
spite of official declaration that no 
changes would be made in the Ford 
line, still the feeling of uncertainty 


over a possible death struggle between _ 


the two great leaders persists. 

In the meantime, competition 
throughout the industry has steadily 
grown sharper, as reflected by the nar- 
rowing margin of profit and losses reg- 
istered by sundry smaller producers in 
recent months. That this condition will 
be alleviated in coming months is quite 
unlikely. 

The sharp slump in fourth quarter 
production and sales has developed 
more than usual seasonal vigor but it 
is probable that the Spring season will 
bring its usual upturn. Public pur- 
chasing power, except in the South 
where the debacle in cotton is apt to 
have a restraining influence on this 
year’s expenditures, is still high and 
gives no indication of declining. In 
some quarters, there is a disposition to 
look askance upon instailment selling 
on the ground that this sort of stim- 
ulant will not prove as effective in aid- 
ing 1927 sales as it did in 1926. Only 
the future can definitely determine this 
question however. 

While the majority of producers have 
resumed operations at a high rate with 
the opening of 1927, it remains to be 
seen whether sales and output will 
equal the record of 1926. In any event, 
profit margins will undoubtedly be 
lower and earnings records probably 
still more irregular. 








Dividends 














American Water Works 
& Electric Company 


incorporateu 
NOTICE OF DIVIDENDS 


The regular quarterly dividend of 
1%% on the 7% Cumulative First 
Preferred Stock for the quarter ending 
January 27, 1927; and a regular quar- 
terly dividend of 2% (40 cents a share) 
on the Common Stock of the Com- 
pany; and an additional dividend of 
244% on the Common Stock, payable 
in Common Stock at par, have been 
declared payable February 15, 1927, to 
stockholders of record at the close of 
business on February 1, 1927. 


W. K.. Dunsar, Secretary. 
New York, N. Y., January 5, 1927. 






































The West Penn 
Electric Company 
NOTICE OF DIVIDEND 















The Board of Directors of The West Penn 
Electric Company has declared the quar- 
terly dividend of one and three-quarters 
(134%) per cent. on its 7% Cumulative 
Preferred Stock, for the quarter ending 
February 15, 1927, payable February 15, 
1927, to stockholders of record at the close 
of business on February 1, 1927. 


W. K. Dunsar, Secretary. 
New York, N. Y., January 5, 1927. 

















COLUMBIA 
GAS & ELECTRIC 
CORPORATION 


‘Lhe board of Directors has declared this 
day the following quarterly dividends: 
Cumulative 6% Preferred Stock 
eries 
No. 1, $1.50 per share 
Common Stock (No-Par Value) 
No. 1, $1.25 per share 
Both dividends are payable on February 
15, 1927, to shareho ders of record at 
the close of business January 20, 1927. 
EDWARD REYNOLDS, Jr., 
January 6, 1927. Secretary-Treasurer. 

















Savannah Sugar Refining 
Corporation 


The Directors of Savannah Sugar Re- 
fining Corporation have declared the 
regular quarterly dividend of 1%% on the 
Preferred Stock and $1.50 per share on 
the Common Stock, also an extra dividend 
of 50 cents per share on the Common 
Stock of the Company, all payable Feb- 
ruary 1, 1927 to stockholders of record at 
the close of business January 15, 1927. 


W. S. PARDONNER, Treasurer. 


HUPP 
MOTOR CAR CORPORATION 


Detroit, Michigan, January 5, 1927. 

The Directors have declared a dividend of 
thirty-five cents (35c) per share, (being at 
the rate of $1.40 per year) on the Common 
Stock of the Corporation, gp nee February 
1, 1927 to stockholders of record January 
15, 1927. Checks will be mailed. 


A. VON SCHLEGELL, Treasurer. 
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BUSINESS 





LETTERHEADS OF 
DISTINCTION 
Sapo: SCN 
LITHOGRAPHED 
LETTERHEADS 


IN 50,000 LOTS COMPLETE 


$1.25 | $2.75 


PER THOUSAND} PER THOUSAND 
On our 20 lb. white} On our 20 Ib. white 
Paramount Bond. Better Quality Bond. 
A Beautiful, Strong,] A. Superior sheet 


Snappy Sheet. with a high rag 
content. 


PARAMOUNT 
BOND 
$1.25 per M. 

1.50 





BETTER 
QUALITY BOND 
$2.75 per M. 

3.00 


QUANTITY 
50,000 or over 
25,000 
12,500 1.75 3.50 
6,250 minimum 2.25 4.00 
Invoices, Note Heads, Order Blanks, 
Envelopes, etc., correspondingly low. 
Engravings made at cost. 

GEO. MORRISON COMPANY 
552 W. 22nd St. New York City 
Tel. Chelsea 1447-1448-1449 
Booklet of Papers and Engravings on request 





Business Opportunities 


SEAL PRESSES 


FOR ALL PURPOSES 


CORPORATIONS 
NOTARY~ LODGES 


SPECIAL @ESIGNS~ 


AUGUST BEKKEVOLD 
60 ANN ST.-NEW YORK 


BIG BUSINESS OPPORTUNITY 


$400 MACHINE EARNED $5040 IN ONE YEAR; 
$240 machine $1448; $160 machine $2160. Many 
St. Louis machines earned annually $4000. One 
man placed 300. Responsible company offers ex- 
clusive advertising proposition. Unlimited possibili- 
ties. Protected territory. $1000 to $3000 invest- 
ment. Experience unnecessary. NATIONAL KEI- 
LAC COMPANY, 312 N, 19th 8t., St. Louis, Mo. 














Charters 


DELAWARE incorporator; charters; fees small; 
a _ C. Guyer, 901 Orange St., Wilming- 
ton, Del. 








Dividends 


Avenican TELEPHONE AN. TevecRAPH CovtPANY 
BELL SYSTEM 
149th Dividend 

The regular quarterly dividend 
of Two Dollars and Twenty-Five 
Cents ($2.25) per share will be paid 
on January 15, 1927, to stockholders 
of record at the close of business on 
December 20, 1926. 

H. BLAIR-SMTTH, Treasurer. 


ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 
December 28, 1926. 
The Board of Directors has this day de- 
clared quarterly dividend No. 24 of One 
Dollar and Fifty Cents ($1.50) per share on 
the common stock of this Company, pay- 
able February 1, 1927 to common stock- 
holders of record at the close of business 


January 14, 1927 
V. D. CRISP, Secretary 
JANUARY 15, 1927 








I ER SOV AANA ORAL BRO 


Cy, 
wl) 


Eee ee eri 
i) yay - - 


p SEAMEN’S BANK FOR SAVINGS 


74 WALL STREET 


0 A Quarterly Dividend at the rate of 4% 
per annum has been declared payable 
on or after January 15th, 1927 
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Interest Compounded Quarterly 


Savings Accounts Invited 


Banking by Mail 
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Cluett, Peabody & Co., Inc. 


COMMON STOCK DIVIDEND NO. 46 


The Board of Directors has declared a 
quarterly dividend of One Dollar and 
Twenty-five Cents per share on the Com- 
mon Stock of the Company, payable Feb- 
ruary 1, 1927, to Stockholders of record 
at the close of business January 21, 1927. 
Checks will be mailed by the American 
Exchange Irving Trust Company of New 


York. : 
D. A. GILLESPIE, Treasurer. 
Troy, N. Y., January 6, 1927. 





Miami Copper Company 
61 Broadway, New York 
January 3, 1927. 


Dividend No. 58 

The Board of Directors of Miami Copper 
Company have this day declared a dividend 
of thirty-seven and one-half cents (37%c) 
per share for the quarter year ending 
December 31, 1926, on the capital stock of 
the company, payable February 15, 1927. 
to stockholders of record at the close of 
business on February 1, 1927. The transfer 
books of the company will not close. 

SAM A. LEWISOHN, Treasurer. 





CHICAGO PNEUMATIC TOOL COMPANY 
Dividend No. 87 

A quarterly dividend of one and one-half (14%) 
per cent has been declared on the Common Stock 
of this Company, payable January 25, 1927, to 
holders of record at the close of business January 
15. 1927. 

J. G. GRIMSHAW, Secy. and Treas. 
New York, Dec. 29, 1926. 





ANACONDA COPPER MINING CO. 
25 Broadway, 
New York, December 28, 1926 
DIVIDEND NUMBER 94 
The Board of Directors of the Anaconda 
Copper Mining Company has declared a 
dividend of Seventy-five Cents (75c) per 
share upon its Capital Stock of the par 
value of $50. per share, payable February 
21, 1927 to holders of such shares of record 
at the close of business at 12 o'clock, 
Noon, on January 15, 1927. 
A. H. MELIN, Secretary. 


Continental Motors 
Corporation 
Detroit, Michigan. 


The board of directors has declared the 
regular quarterly dividend of twenty cents 
(20c) per share on the common stock 
(without nominal or par value) payable 
January 31, 1927, to stockholders of record 
on the books of the Corporation at the 
close of business, January 15, 1927. The 
stock transfer books will not be closed. 


W. R. ANGELL, 
Vice President. 
December 14, 1926. 


WESTINGHOUSE ELECTRIC 
& MANUFACTURING COMPANY 


A Quarterly Dividend of 2% ($1.00 per 
share) on the PREFERRED STOCK of 
bv Company will be paid January 15, 





A Dividend of 2% ($1.00 per share) on 
the COMMON STOCK of this Company 
for the quarter ending December 31, 1926, 
will be paid January 31, 1927. 

Both Dividends are payable to Stock- 
holders of record as of December 31, 1926. 

H. F. BAETZ, Treasurer. 
New York, December 20, 1926. 


aialidltniaemiiaes 


AUSTIN, NICHOLS & CO. 
INCORPORATED 
December 29, 1926. 


The regular quarterly dividend of 
one and three quarters percent 
(1% %) on the preferred stock has this 
day been declared, payable February 
1st, 1927, to stockholders of record, 
Saturday, January 15th, 1927 at noon. 
Transfer books will not close. 


H. K. GERWIG, Secretary. 



































QUALITY -STANDARDS 


In The Next Ten Years 


fewer concerns will do a greater total volume of business. The 
manner in which policies are handled in this period will determine 


the future of the majority of present organizations. 


ee 


Good stationery is a more impor- 
tant consideration in business now 
than it ever has been. 


In all walks of life, appearance 
has been, and undoubtedly will con- 
tinue to be, one of the deciding 
factors. Appearance is substantially 
the true outward expression of the 
real inwardness of things. 

The appearance of a letter has 
much to do with its ultimate effec- 
tiveness — and there is no finer 
paper made for business stationery 


than Coupon Bond. 
A letter on Coupon Bond asks 


re 


and receives consideration — it 
speaks of pride, character, strength 
and responsibility. 

Appearance may be trusted. No 
concern uses Coupon Bond who 
should not. There is nothing about 
Coupon Bond that appeals to those 
who strain for effect. Coupon Bond 
is firm, well-knit, clean and efficient. 


Ee 


We believe that specimens of 
Coupon Bond will give you an op- 
portunity to judge of its value to 
you in your business. We will gladly 
send them on request. 


Coupon BOND 


The Custom -Made Letter Paper 


ae WRITING PAPER "a 


Makers of Eagle-A Writing, Printing, Specialty and Industrial Papers 
Holyoke, Massachusetts 
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